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VOLUME FOUND IN DOCKET DATED | SECURITIES ACT OF 1933 

Release No. 5778/December 3, 1976 
| Vol. V, No. 15 12/3/74 
T Vol. V, No. 16 12/1074 The Securities and Exchange Commission has issued an 
Hil Vol. VI, No. 3 1/8/75 order permanently suspending the Regulation B exemption 
IV Vol. VI, No. 15 4/22/75 | from registration under the Securities Act of 1933, as 
Vv Vol. Vi, No. 20 5/28/75 | amended, with respect to the public offering of fractional 
Vi Vol. Vii, No. 8 7/22/75 | undivided work-interests in oil and gas in the following 
Vil Vol. Vill, No. 15 1/28/76 Century Petroleum Corporation offerings: Century No. 1, 
Vill Vol. IX, No. 11 5/18/76 | Adolf Kuffman (File No. 20-2093A1); Century No. 3, Earl L. 
IX Vol. X, No. 11 10/5/76 Brown (File No. 20-2093A3); Century No. 4, Earl L. Brown 
(File No. 20-2093A4); Century No. 5, Earl L. Brown (File No. 


20-2093A5); and Century No. 6, Vance N. Harms (File No. 
SIGNIFICANT ITEMS 20-2093A6). 











According to the order, the Commission has reason to 
ANNOUNCEMENTS believe that the exemption from registration afforded by 
Regulation B is unavailable because Century Petroleum 
Corporation's president, William J. Briggs, was restrained and 
enjoined permanently on February 14, 1975, by the Supreme 
; i Court of the State of New York from offering or selling 
System (File S7-639; Comment sg securities in the nature of working interests in oil leases, 
riod Extended To January 24, 1977.) | without complying with Article 23-A of the General Business 

RULES Law of the State of New York. 


34-13046 Notice of Extension of Time to Com- 
ment on the Establishment of a Na- 
tionwide Investor Dispute Grievance 


The following releases relate to self-regulatory organiza- 
tion rule proposals and/or option 


IKE /\43a6 
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SECURITIES ACT OF 1933 ; 
Release No. 5779/December 6, 1976 


REQUEST FOR EMPIRICAL INFORMATION REGARDING 
OPERATION OF PRIVATE PLACEMENT EXEMPTIVE 
RULE 


On April 23, 1974, the Securities and Exchange Commission 
announced the adoption of Rule 146 [17 CFR 230.146] under 
the Securities Act of 1933 (the “1933 Act’) [15 U.S.C. 77a et 
seq.] effective as of June 10, 1974.1 The Rule was designed 
to provide more objective standards for determining when 
offers or sales of securities by an issuer would be deemed to 
be transactions not involving any public offering within the 
meaning of Section 4(2) of the 1933 Act and thus exempt 
from the registration provisions of the 1933 Act. 


In the more than two years of the Rule’s effectiveness, it is 
believed that the exemption has been relied upon. However, 
the Commission is aware of criticism that the Rule is hinder- 
ing the investment of venture capital, and ‘that as an experi- 
ment the Rule is a failure and should be rescinded. Also, the 
Rule has been criticized by some as facilitating the fraudulent 
offering of certain types of securities. 


Because Rule 146 contains no notification requirement the 
Commission has no empirical data with which to monitor the 
actual experience of issuers and others under the Rule. For 
this reason, the Commission hereby requests comments of 
interested persons on the operation of the Rule, and, in 
particular, whether it should be rescinded, revised, or retained 
in present form. If revisions to the Rule are thought to be 
necessary, specific suggestions for such revisions will be 
appreciated. Similarly, if rescission of the Rule is urged, a 
discussion of alternatives should be included with the com- 
ment. 


The Commission is also seeking information concerning the 
volume of transactions effected in reliance on the Rule and 
the practices issuers have utilized in complying with the Rule. 
Also in this connection, the Commission intends to publish for 
comment shortly by separate release a proposed amendment 
to Rule 146 which would require the filing of a report of the 
Rule 146 transaction within 10 days after the transaction. 


The requested comments and information should be submit- 
ted in triplicate and directed to the attention of George A. 
Fitzsimmons, Secretary, Securities and Exchange Commis- 
sion, Washington, D. C. 20549, on’ or before February 28, 
1977. All such communications should refer to File No. S7- 
663, and will be available for public inspection. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


December 6, 1976 





1 Securities Act Release No. 5487 (April 23, 1974) (39 FR 
15266). 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 12752A/December 3, 1976 


ACCOUNTING SERIES RELEASE NO. 196A 
December 3, 1976 


ADMINISTRATIVE PROCEEDINGS File No. 3-5072 
In the Matter of 
SEIDMAN & SEIDMAN et al. 


AMENDMENT TO THE OPINION AND ORDER PURSUANT 
TO RULE 2(e) OF THE COMMISSION'S RULES OF PRAC- 
TICE 


Paragraph 4 of the Memorandum to the Committee which is 
Annex B to the offer of settlement on behalf of Seidman & 
Seidman and which is part of the Commission's Opinion and 
Order pursuant to Rule 2(e) of the Commission’s Rules of 
Practice is amended, in part, as follows: 


“It is assumed that pertinent documentary material 
such as audit guides and programs and quality control 
procedures will be reviewed, that Executive Office and 
operating personnel will be interviewed, and that the 
functioning of selected operating offices representative 
of Seidman & Seidman’s practice will be reviewed. 
Further, you are directed to review selected audit 
engagements (including working papers). In this con- 
nection, Seidman & Seidman is required to disclose to 
you ail relevant information relating to such audit 
engagements or otherwise relevant to the work of the 
Committee and you are authorized to receive and use 
such information in your examination notwithstanding 
any obligation that Seidman & Seidman might have not 
to disclose, or that the Committee might have not to 
receive and use, such information in the absence of the 
Commission's order. The specific audit engagements 
to be reviewed will be at your discretion.” 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12991/December 7, 1976 


The Securities and Exchange Commission has issued no- 
tices giving interested persons until December 15, 1976 to 
request a hearing on applications of the following stock 
exchanges for unlisted trading privileges in the common stock 
of the specified companies: 
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Philadelphia Stock Exchange—Champion Spark Plug 
Company; Centronics Data Computer Corporation. 


Pacific Stock Exchange, Inc—Houston Oil & Minerals 
Corp. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13037/December 3, 1976 


Administrative Proceeding File No. 3-5113 
In the Matter of 


MONSANTO INTERNATIONAL FINANCE COMPANY 


Application Pursuant to Section 12(h) 


The Securities and Exchange Commission has issued a 
notice giving interested persons until December 17, 1976 to 
request a hearing on an application by Monsanto Interna- 
tional Finance Company (the “Applicant’), a wholly-owned 
subsidiary of Monsanto Company, pursuant to Section 12(h) 
of the Securities Exchange Act of 1934 for an order exempt- 
ing the Applicant from the reporting requirements of Section 
13 of that Act. 


The Applicant's 41/2% Guaranteed Sinking Fund Debentures 
due 1985 (the “Debentures”) are listed on the New York 
Stock Exchange, where there has been only limited trading 
activity. The Debentures are unconditionally guaranteed by 
Monsanto Company and none of the securities of the Appli- 
cation (other than debt securities) are presently held by any 
person other than Monsanto Company. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13038/December 3, 1976 


Administrative Proceeding File Number 3-5085 
In the Matter of 
SCM OVERSEAS CAPITAL CORPORATION 
File No. 81-226 


ORDER GRANTING APPLICATION PURSUANT TO SEC- 
TION 12(h) OF THAT ACT 


The Securities and Exchange Commission has issued an 
order granting the Application of SCM Overseas Capital 


Corporation (“Applicant”), a wholly-owned subsidiary of SCM 
Corporation (“SCM”), pursuant to Section 12(h) of the Securi- 
ties Exchange Act of 1934 for an exemption from the 
provisions of Section 13 of the 1934 Act. 


It appeared to the Commission that the granting of the 
requested exemption would not be inconsistent with the 
public interest of the protection of investors. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13039/December 3, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
THE MIDWEST STOCK EXCHANGE file No. SR-MSE-76-25 


The Midwest Stock Exchange, Inc. (“MSE”) submitted on 
November 22, 1976 a proposed rule change under Rule 19b- 
4 to establish a Compensation Committee which will provide 
a Board of Governors level! review of over-all compensation 
policy while leaving the power to appoint, dismiss and fix the 
compensation of officers with the President of the Exchange 
as provided for in the Exchange Constitution. 


The foregoing rule change has become effective, pursuant to 
Section 19(b)(3)(A) of the Securities Exchange Act of 1934. 
At any time within sixty days of the filing of such proposed 
rule change, the Commission may summarily abrogate such 
rule change if it appears to the Commission that such action 
is necessary or appropriate in the public interest, for the 
protection of investors, or otherwise in furtherance of the 
purposes of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be made in the 
Federal Register durint the week of December 6, 1976. 
Interested persons are invited to submit written data, views 
and arguments concerning the submission within 21 days 
from the date of publication in the Federal Register. Persons 
desiring to make written submissions should file six copies 
thereof with the Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, Washing- 
ton, D. C. 20549. Reference should be made to File No. SR- 
MSE-76-25. 


Copies of the submission and of all written comments wili be 
available for inspection at the Securities and Exchange 
Commission's Public Reference Room, 1100 L Street, N.W., 
Washington, D. C. Copies of the filing will also be available at 
the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 13040/December 3, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
THE NEW YORK STOCK EXCHANGE, INC. 


File No. SR-NYSE-76-57 


The New York Stock Exchange, Inc. submitted on November 
26, 1976 a proposed rule change under Rule 19b-4 to 
redefine the term “Percentage Orders” and include within the 
Exchange Rules the procedures to be followed in handling 
such orders. 


Publication of the submission is expected to be made in the 
Federal Register during the week of December 6, 1976. In 
order to assist the Commission to determine whether to 
approve the proposed rule change or institute proceedings to 
determine whether the proposed rule change should be 
disapproved, interested persons are invited to submit written 
data, views and arguments concerning the submission within 
21 days from the date of publication in the Federal Register. 
Persons desiring to make written submissions should file six 
copies thereof with the Secretary of the Commission, Securi- 
ties and Exchange Commission, 500 North Capitol Street, 
Washington, D. C. 20549. Reference should be made to File 
No. SR-NYSE-76-57. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange 
Commission's Public Reference Room, 1100 L Street, N.W., 
Washington, D. C. Copies of the filing will also be available at 
the principal office of the abovementioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13041/December 7, 1976 


Administrative Proceeding File No. 3-5092 

In the Matter of 

BRISTOL-MYERS INTERNATIONAL FINANCE COMPANY 
Application pursuant to Section 12(h) 

The Securities and Exchange Commission has issued a 
notice giving interested persons until December 13, 1976 to 
request a hearing on an application by Bristol-Myers Interna- 
tional Finance Company (‘Applicant’), a wholly owned sub- 


sidiary of Bristol-Myers Company (‘Bristol’), pursuant to 
Section 12(h) of the Securities Exchange Act of 1934 (“1934 
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Act’) for an order exempting Applicant from the reporting 
requirements of Section 13 of that Act. 


Applicant's 4'/2% Guaranteed Debentures due 1980 (“De- 
bentures”) are listed on the New York Stock Exchange, 
where there has been limited trading activity since 1970. The 
payment of interest and principal is guaranteed by Bristol and 
the Debentures are convertible into the common stock of 
Bristol. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13042/December 7, 1976 


Administrative Proceeding File No. 3-5071 
In the Matter of 


MADISON FOODS, INC. 


File No. 81-233 


ORDER GRANTING APPLICATION PURSUANT TO SEC- 
TION 12(h) OF THAT ACT 


The Securities and Exchange Commission has issued an 
order granting the Application of Madison Foods, Inc., a 
Delaware corporation, pursuant to Section 12(h) of the Secu- 
rities Exchange Act of 1934, as amended, for an exemption 
from the provisions of Section 15(d) of that Act. 


It appeared to the Commission that the granting of exemption 
would not be inconsistent with the public interest of protection 
of investors. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13043/December 6, 1976 


In the Matter of 


Midwest Stock Exchange, Incorporated 
120South LaSalle Street 
Chicago, Illinois 60603 


(SR-MSE-76-17) 


ORDER APPROVING PROPOSED RULE CHANGE NUNC 
PRO TUNC 


On September 13, 1976, the Midwest Stock Exchange, 
Incorporated (“MSE”) filed with the Commission, pursuant to 
Section 19(b) of the Securities Exchange Act of 1934 (the 
“Act’), as amended by the Securities Acts Amendments of 
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1975, and Rule 19b-4 thereunder, copies of a proposed rule 
change. The proposal added to the Exchange’s Rules a 
provision making members and general partners and officers 
of member organizations personally liable for the acts or 
omissions of their member organizations in areas over which 
such persons have direct or supervisory responsibility. 


Notice of the proposed rule change together with the terms of 
substance of the proposed rule change was given by publica- 
tion of a Commission Release (Securities Exchange Act 
Release No. 12809 (September 18, 1976) and by publication 
in the Federal Register (41 Fed. Reg. 43481 (October 1, 
1976)). 


On November 5, 1976, the Commission by order (Securities 
Exchange Act Release No. 12955) approved the proposed 
rule change. In SEA Release No. 12955, however, the 
Commission, through inadvertence, identified the MSE’s pro- 
posal as a “proposed Constitutional change” rather than, as it 
was, an addition to the Exchange’s Rules. 


The Commission finds that the proposed rule change is 
consistent with the requirements of the Act and the rules and 
regulations thereunder applicable to national securities ex- 
changes, and in particular, the requirements of Section 6 and 
the rules and regulations thereunder. 


IT IS THEREFORE ORDERED, nunc pro tunc, pursuant to 
Section 19(b)(2) of the Act that the above-mentioned pro- 
posed rule change to-be approved, effective November 5, 
1976. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13044/December 8, 1976 


In the Matter of 


MIDWEST STOCK EXCHANGE, INCORPORATED 
120 South LaSalle Street 
Chicago, Illinois 60603 


(SR-MSE-76-24) 
ORDER APPROVING PROPOSED RULE CHANGE 


On October 22, 1976, the Midwest Stock Exchange, Incorpo- 
rated (“MSE”) filed with the Commission, pursuant to Section 
19(b) of the Securities Exchange Act of 1934 (the “Act’’), as 
amended by the Securities Acts Amendments of 1975, and 
Rule 19b-4 thereunder, copies of a rule change proposal 
which would amend Article XVIII, Rule 8 and Article XXIV, 
Rule 12 of the Exchange's rules. These proposed ruie 
changes would permit MSE equity specialists to take options 


positions upon their specialty stocks. 


Notice of the proposed rule change together with the terms of 
substance of the proposed rule change was given by publica- 
tion of a Commission Release (Securities Exchange Act 
Release No. 12925 (October 27, 1976)), and by publication in 
the Federal Register (41 Fed. Reg. 48428 (November 3, 
1976)). 


MSE Article XVIII, Rule 8 and Article XXIV, Rule 12 were 
adopted by the Exchange at the urging of the Commission in 
1935 for the purpose of deterring options-related manipula- 
tion of underlying stocks by specialists, odd-lot dealers, and 
floor traders. On the other hand, absent such restrictions it is 
argued that the MSE market could operate more efficiently. 


Recently, the Commission advised the NASD of its view that 
“in an environment of vigorous competitive market making, it 
would be appropriate to permit market makers, if they 
choose, to make markets in both the options and the 
underlying securities.”' The Commission recognized that the 
market operated through the NASDAQ system was “relatively 
free of anti-competitive restraints and should therefore pro- 
vide an opportunity to test the extent to which competition 
can be an effective regulator of a unified market for options 
and their underlying securities.”2 


Currently, the market operated by the MSE is less free of 
anti-competitive restraints than is the case for the NASDAQ 
system. MSE rules, for example, prohibit certain members 
from effecting off-board principal transactions in MSE-traded 
stocks, and MSE rules maintain a unitary stock specialist 
system. Such rules may impose burdens on competition 
which, on examination, may not be necessary or appropriate 
or which may impede the development of “an environment of 
vigorous competitive market making.”? On the other hand, 
since the MSE’s approximate share of the total market 
volume in securities for which options trading would be 
permitted by the proposed rule change averages only 6.29 
percent, and in no case does its market share for such 
underlying securities exceed 19.31 percent, the manipulative 
potential inherent in changing the current restrictions, in the 
manner proposed by the MSE, appears relatively insignifi- 
cant. 


The Commission finds, therefore, that the proposed rule 
changes are consistent with the requirements of the Act and 
the rules and regulations thereunder applicable to national 
securities exchanges, and in particular, the requirements of 
Section 3(a)(36), 6(b)(5), 6(b)(8), 9, 11(b), 11(A)(a)(1)(C)(ii), 
11A(c)(1)(F), and 15(c)(5), and the rules and regulations 
thereunder without giving separate consideration at this time 
to their interaction with other MSE rules of the types referred 
to above. 


IT iS THEREFORE ORDERED, pursuant to Section 19(b)(2) 
of the Act, that the above-mentioned proposed rule changes 
be, and they hereby are, approved. 

By the Commission. 


George A. Fitzsimmons 
Secretary 
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1 Letter dated September 24, 1976, from Roderick M. Hills, 
Chairman, Securities and Exchange Commission, to Gordon 
Macklin, President, National Association of Securities Deal- 
ers, Inc. 


2 Id. 


3/d. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13045/December 8, 1976 


In the Matter of 


MIDWEST STOCK EXCHANGE, INCORPORATED 
120 SOUTH LASALLE STREET 
CHICAGO, ILLINOIS 60603 


(SR-MSE-76-21) 


ORDER APPROVING PROPOSED RULE CHANGES BY 
THE MIDWEST STOCK EXCHANGE, INCORPORATED 


On October 1, 1976, the Midwest Stock Exchange, Incorpo- 
rated (“MSE”’) filed with the Commission, pursuant to Section 
19(b) of the Securities Exchange Act of 1934 (the “Act’), as 
amended by the Securities Acts Amendments of 1975, and 
Rule 19b-4 thereunder, copies of proposed rule changes 
which would add a new Part IV to the By Laws of the 
Exchange, entitled “Rules Applicable to Option Trading,” and 
provide certain changes to existing rules in order to conform 
such existing rules to the implementation of an MSE pilot 
option program. As part of this filing, MSE also submitted 
certain stated policies and practices that it has elected to treat 
as Rules of the Exchange for the purpose of conducting its 
proposed options program. This submission (the “proposal’’) 
was amended by five separate amendments submitted on 
October 22, 1976, November 22, 1976 (Nos. 2 and 3), 
November 29, 1976 and December 3, 1976, respectively. 
Notice of the initial proposals together with the terms of 
substance thereof was given by publication of a Commission 
Release and by publication in the Federal Register.’ 


General Nature of the Proposal 


MSE options will generally be traded in a manner very similar 
to the way in which options are traded on the Pacific Stock 
Exchange Incorporated (“PSE”). Thus, the agent (broker) 
and principal (dealer) functions of the traditional unitary 
specialist will be divided between an Order Book Official 
(“OBO”) (agent), and assigned competing market-makers 
(dealer).2 


Under terms of the proposal, which calls for the initiation of a 
pilot program, MSE intends initially to limit its operations to 
call options on twenty underlying stocks that are registered 
and listed on a national securities exchange.* The stocks (like 
those underlying the other exchange listed options) would be 
those characterized by a substantial number of outstanding 
shares which are widely held and actively traded.* As experi- 
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ence is gained and its system enlarged, the Exchange | 
expects, with Commission approval, to increase the number 


of underlying stocks for option trading.® 


None of the call options which the MSE has proposed to list 
will be of the same class as options which are presently listed 
on other exchanges.® 


Each of the Exchange's twelve initial classes will have | 


expiration months of March, June, September and December 
(the “March cycle”); however, the MSE option, like all listed 
options, will be for approximately three, six or nine months. 
Thus, options expiring in only three of the four expiration 
months will be listed.” 


MSE will apply clearing principles and contract standardiza- 
tion methods which are generally the same as those currently 
used by other exchanges with options programs. Thus, MSE 
options will be made fungible by limiting the contract varia- 
bles, and this, among other things, will make. possible the 
secondary market for such options. 


Clearing and Settlement 


MSE will become a one-fifth owner of the Options Clearing 
Corporation (“OCC”), by purchasing 20% of OCC’s outstand- 
ing common shares, and OCC will provide the same services 
with respect to options transactions occurring on the MSE as 
OCC currently provides with respect to options transactions 
occurring on the Amex, CBOE, PHLX and PSE. Thus, 
clearing and settlement of options transactions occurring on 
the MSE will be effected through the OCC which will be the 
issuer of and primary obligor on all outstanding MSE options. 
Also, MSE options will be registered by the OCC pursuant to 
the Securities Act of 1933 and pursuant to Section 12(b) of 
the Act. Because the Exchange's options will have standard 
terms and conditions, they will be fungible with other OCC- 
issued options of the same class and series; therefore, in the 
event that MSE decides to dually list any classes of options, 
positions in those dually traded options could be closed out 
through transactions on another exchange on which they are 
listed, and positions taken in such options on other ex- 
changes could be closed out on MSE. 


Rules and Procedures Regulating Trading of the Option on 
the Same Exchange as the Underlying Security 


The Exchange has constructed a separate floor for trading 
options in an area adjacent to its present equity floor. MSE is 
the third exchange to propose trading of an option on the 
same exchange on which the urderlying security is traded.? It 
will also prohibit trading in an option by a member who has 
obtained prior knowledge of a proposed block transaction, or 
one that has taken place but not been reported, in either the 
option or the underlying security until after the transaction is 
reported on the tape or otherwise disclosed. '° 


Last Sale and Quotations Reporting 


Last sale information for the Exchange’s options will be 
reported on the separate common option tape administered 
by the Option Price Reporting Authority. MSE will supply 
option market quotations from its floor to vendors to make 
them available to qualified non-members as well as mem- 
bers. 
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The MSE Order Book Official 


MSE’s OBO system is patterned after that of PSE, in that the 
OBO will be an exchange employee and MSE will charge its 
members a fixed fee (per transaction) for the services of the 
OBO in effecting such members’ transactions on that ex- 
change. In informing the Commission of the levels and 
structure of its proposed fees, the Exchange stated that, 
although ii nas had no experience along these lines, it has 
attempted to project its costs and revenues associated with 
providing the OBO service and to set rates competitively with 
those of other exchanges with options programs.'' The 
Commission has examined the proposed fees and finds that 
consistent with the requirements of the Act, and especially 
Section 6(b)(4), thereunder, the Exchange should be permit- 
ted to begin its program using such fees; however, the 
Commission expects the Exchange to provide further data in 
due course to demonstrate the cost of the service provided 
and to justify the fees on a basis consistent with the statutory 
standard of reasonableness. 


The Exchange will establish an error fund to compensate 
members for OBO mistakes. In general, the MSE Rule would 
limit recovery on any one member claim against the error 
fund and/or against the Exchange to $100,000, and the 
Exchange's liability for all OBO errors on a given trading day 
will be limited to the amount in the fund when the fund 
contains $200,000.12 MSE does not seek to limit its liability for 
criminal, dishonest, or fraudulent acts of its OBO’s, and the 
Rule makes clear that the Exchange's limitation of liability has 
no application to claims of persons other than members, e.g., 
customers. '% 


Conclusion 


The Commission finds that the proposal is consistent with the 
requirements of the Act and the rules and regulations there- 
under applicable to national securities exchanges, and in 
particular the requirements of Section 6 of the Act. 


IT IS THEREFORE ORDERED, pursuant to Section 19(b)(2) 
of the Act, that the provisions relating to implementation of 
MSE’s pilot option trading program as set forth in its proposal, 
as amended, be and hereby are, approved. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





' Securities Exchange Act (“SEA”) Release No. 12881, Octo- 
ber 12, 1976 and 41 Fed. Reg. 45921, October 18, 1976. 


2 With certain modifications applicable to their floor trading 
systems, both the American Stock Exchange, Inc. (“Amex’) 
and the Philadelphia Stock Exchange, Incorporated (“PHLX”) 
utilize their present unitary specialist systems in their options 
programs. The Chicago Board Options Exchange, !ncorpo- 
rated (“CBOE”) uses a system similar to that of both MSE 
and PSE with the exception that its board broker (corre- 
sponding to MSE’s OBO) is a member of the Exchange 
rather than an exchange employee. 


3 Of this number, twelve will be listed on the first day of 
operation of the MSE program and the remaining eight will be 
added as the Exchange deems appropriate considering such 
factors as the capacity of its support systems to handle such 
increased listings. 


4 MSE Rules 3 and 4 of Article XLI adopt new initial listing 
and maintenance standards similar to those which each 
exchange with an approved options program either has 
submitted or expects to submit. See SR-CBOE-76-18, SEA 
Release No. 12768; and SR-Amex-76-21, SEA Release No. 
12819. 


5 The procedures pursuant to Rule 19b-4 under the Act 
relating to the adoption and alteration of rules of registered 
securities exchanges would be applicable to such expansion. 


6 The term “class of options” means all option contracts of 
the same type; /.e., put or call, covering the same underlying 
stock. MSE Rule 10, Art. LI. Trading by MSE in put options is 
not a subject of this approval order. 


MSE indicates that the Exchange (like other exchanges with 
approved options programs) may consider dual listing of 
options which are traded on other exchanges in connection 
with possible future expansion of its options program. 


7 Currently, only the January (i.e., January, April, July and 
October) and February (i.e., February, May, August and 
November) cycles of expiration months are used by the other 
exchanges which list options. The Commission does not 
today consider the matter of MSE’s trading of options of the 
same class as are traded on other exchanges but with 
different expiration dates; /.e., the “multiple cycle” proposals 
of other exchanges (See File No. SR-PSE-76-11, SEA 
Release No. 12250; and SR-PBW-76-8, SEA Release No. 
12313). 


8 The OCC is a common clearing entity which clears and 
settles all transactions in listed options. 


3 PHLX first proposed such trading, followed by the PSE. See 
SEA Releases No. 11423, May 15, 1975; and No. 12283, 
March 30, 1976, respectively. 


10 MSE Rule 8, Art. XL. MSE may decide to amend this rule 
in light of a forthcoming Commission decision regarding the 
CBOE “frontrunning proposal’, File No. SR-CBOE-76-8. 


In connection with the trading of options and the underlying 
securities on the same exchange, each exchange has sub- 
mitted proposals relating to trading by specialists on the 
equity floor in options on their speciality securities. The 
separate MSE filing on this subject is not a part of the instant 
Commission order (See File No. SR-MSE-76-24). 


11 The MSE fees will be approximately equal to 80% of the 
old rates charged by the CBOE (these CBOE rates are not 
now in effect due to the impact of Rule 19b-3 under the Act 
which prohibits exchange members from charging fixed com- 
missions on exchange transactions. The MSE OBO's are not 
affected by this rule because of their status as exchange 
employees rather than exchange members as are the CBOE 
board brokers). 
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12MSE Rule 8, Art. XLVI. If the error fund has less than 
$200,000, the Exchange's liability for members’ claims is 
unlimited except for the $100,000 maximum for any one 
claim. 


13 No person may obtain a waiver of liability under Federal 
securities laws. See Sec. 29 of the Act. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13046/December 8, 1976 


EXTENSION OF PUBLIC COMMENT PERIOD 


On November 15, 1976, the Commission issued Securities 
Exchange Act Release No. 34-12974 (41 FED. Reg. 50880 
(1976)) by which the Commission announced that it had 
approved, in principle, a report which it had received from the 
Office of Consumer Affairs concerning the establishment of a 
nationwide investor dispute grievance system and invited 
public comment on that proposed system. The comment 
period was originally scheduled to expire on December 31, 
1976. Because there has been substantial interest in this 
report and because of the intervening holiday period, the 
Commission has concluded that it is in the public interest to 
extend the comment period to, and including, January 24, 
1977 in order to accord all interested persons ample opportu- 
nity to comment. 


The Commission also stated in Release 34-12974, that a 
public forum would be held in January, 1977 for the purpose 
of reviewing supplemental oral presentations from a repre- 
sentative selection of interested persons. The Commission 
today announced that the forum has been scheduled for 9:30 
A.M. on January 28, 1977, and will be held in Room 776, 500 
North Capitol Street, Washington, D. C. 20549. Persons 
wishing to appear and make a presentation should follow the 
procedures set forth in Release No. 34-12974. 


For the Commission 
by: 

George A. Fitzsimmons 
Secretary 


December 8, 1976 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 34-13047/December 8, 1976 


NOTICE OF PROPOSED RULE CHANGE BY NATIONAL 
ASSOCIATION OF SECURITIES DEALERS, INC. (FILE NO. 
SR-NASD-76-14) 

The National Association of Securities Dealers, Inc. (the 
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“NASD”) submitted on December 3, 1976, a proposed rule 
change under Rule 19b-4 to amend Schedule D under Article 
XVI of the NASD By-Laws by adding a new Part Ill to 
Schedule D, redesignating the present Part III as Part V, and 
redesignating present Parts V through X as Parts VI through 
XI. New Part Ill describes the NASD’s proposed Consolidated 
Quotations Service (CQS) which will initially provide subscii- 
bers with access to bid/ask quotations for approximately 
2,000 common stocks, preferred stocks, warrants and rights 
registered or admitted to unlisted trading privileges on the 
New York Stock Exchange. In addition, the subscriber will 
have access to quotations in such securities from all regis- 
tered CQS Third Market Makers and the Boston, Midwest, 
New York, Pacific, and Philadelphia Stock Exchanges. 


Publication of the submission is expected to be made in the 
Federal Register during the week of December 13, 1976. In 
order to assist the Commission to determine whether to 
approve the proposed rule change or institute proceedings to 
determine whether the proposed rule change should be 
disapproved, interested persons are invited to submit written 
data, views and arguments concerning the submission within 
30 days from the date of publication in the Federal Register. 
Persons desiring to make written submissions should file six 
copies thereof with the Secretary of the Commission, Securi- 
ties and Exchange Commission, 500 North Capito! Street, 
Washington, D. C. 20549. Reference should be made to File 
No. SR-NASD-76-14. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange 
Commission’s Public Reference Room, 1100 “L” Street, N. 
W. Washington, D. C. Copies of the filing will also be 
available at the principal office of the above-mentioned self- 
regulatory organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13048/December 9, 1976 


In the Matter of 

CHICAGO BOARD OPTIONS EXCHANGE, INCORPO- 
RATED 

LaSalle At Jackson 

Chicago, Illinois 60604 

(SR-CBOE-20) 

ORDER APPROVING PROPOSED RULE CHANGES 

On September 22, 1976, the Chicago Board Options Ex- 


change, Incorporated filed with the Commission, pursuant to 
Section 19(b) of the Securities Exchange Act of 1934 (the 
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“Act’), aS amended by the Securities Acts Amendments of 
1975, and Rule 19b-4 thereunder, copies of proposed rule 
changes to (1) require a decision by two floor officials to halt 
or resume trading in a particular option contract; (2) define 
actions to be taken under unusual market conditions; (3) 
clarify the appropriate use of hand signal communications; (4) 
define when and how a Market-On-Close order is to be 
executed; (5) clarify the procedure for entering orders at a 
price of $.01 per share “at option” and to eliminate the phrase 
“cabinet trading;” (6) promote prompt payment of commis- 
sions between members; (7) clarify the procedure for the 
acceptance of orders by Board Brokers prior to the com- 
mencement of trading; and (8) to require Board Brokers to 
have at least one assistant who is also a member of the 
exchange. 


Notice of the proposed rule changes together with the terms 
of substance of the proposed rule changes was given by 
publication of a Commission Release (Securities Exchange 
Act Release No. 12922 (October 26, 1976)) and by publica- 
tion in the Federal Register (41 Fed. Reg. 48425 (November 
3, 1976)). An amendment to the proposed rule change was 
filed on December 7, 1976 to make editorial corrections, to 
incorporate the manual referred to in the rule change (Rule 
6.24.03) as a part of the filing and to extend the time for 
Commission action on this rule change to December 10. 


The Commission finds that the proposed rule changes are 
consistent with the requirements of the Act and the rules and 
regulations thereunder applicable to registered securities 
exchanges, and in particular, the requirements of Section 6 
and the rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 19(b)(2) 
of the Act, that the proposed rule changes filed with the 
Commission on September 22, 1976, be, and they hereby 
are approved. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13049/December 9, 1976 


The Securities and Exchange Commission announced pur- 
suant to Section 12(k) of the Securities Exchange Act of 1934 
(‘Exchange Act’) the temporary suspension of the over-the- 
counter trading for a ten-day period commencing at 10:00 
a.m. (EDT) on Dec. 9, 1976 and terminating at midnight 
(EDT) on Dec. 18, 1976 of the securities of the following 
issuer which has failed to file with the Commission an annual 
report on Form 10-K for the fiscal year ended January 31, 
1976 and quarterly reports on Form 10-Q for its fiscal 
quarters ended April 30 and July 31, 1976: 


AMINEX RESOURCES CORPORATION 
New York, New York 


The Commission initiated the subject suspensions because 
the subject issuer failed to comply with the reporting provi- 
sions of the Exchange Act resulting in the lack of current and 
accurate information available to the public. 


The Commission cautions broker-dealers, shareholders, and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently availa- 
ble information and any information subsequently issued by 
the company. 


Furthermore, brokers and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Act, at 
the termination of the trading suspension no quotation may 
be entered unless and until they have strictly complied with all 
of the provisions of said rule. If any broker or dealer has any 
questions as to whether or not he has complied with said 
rule, he should not enter any quotation but immediately 
contact the staff of the Division of Enforcement in Washing- 
ton, D. C. If any broker or dealer is uncertain as to what is 
required by Rule 15c2-11, he should refrain from entering 
quotations relating to the securities in question until such time 
as he has familiarized himself with said rule and is certain 
that all of its provisions have been met. If any broker or 
dealer enters any quotation which is in violation of said rule, 
the Commission will consider the need for prompt enforce- 
ment action. 


lf any person adversely affected by such suspension or who 
would be adversely affected by the renewal of the suspension 
desires to show that such suspension is not necessary in the 
public interest or for the protection of investors, such persons 
may petition the Commission that it renew the suspension. 
Such petition should be filed with the Commission in accord- 
ance with the procedure set forth in Securities Exchange Act 
Release No. 12361 dated April 22, 1976. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13050/December 9, 1976 


In the Matter of 


CHICAGO BOARD OPTIONS EXCHANGE, INCORPO- 
RATED 

LaSalle at Jackson 

Chicago, Illinois 60604 


(SR- CBOE -76-18) 
ORDER APPROVING RULE CHANGE 


On August 15, 1976, the Chicago Board Options Exchange, 
Incorporated (“CBOE”) filed with the Commission pursuant to 
Section 19(b) of the Securities Exchange Act of 1934 (the 
“Act”), as amended by the Securities Acts Amendments of 
1975, and Rule 19b-4 thereunder, copies of a proposed rule 
change. This filing was amended by five separate amend- 
ments submitted on September 27, 1976; October 15, 1976; 
November 16, 1976; November 26, 1976; and December 9, 
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1976, respectively. The rule change amends CBOE Rules 
5.3 and 5.4 to provide new standards for the approval and 
withdrawal of approval of stocks underlying exchange listed 
options.* 


Notice of the proposed rule change together with the terms of 
substance of the proposed rule change was given by publica- 
tion of a Commission Release (Securities Exchange Act 
Release No. 12768 (September 2, 1976)), and by publication 
in the Federal Register (41 Fed. Reg. 39108 (September 14, 
1976)). 


The Commission finds that the proposed rule change is 
consistent with the requirements of the Act and the rules and 
regulations thereunder applicable to national securities ex- 
changes, and in particular, the requirements of Section 6 of 
the Act and the rules and regulations thereunder. 


IT IS THERFORE ORDERED, pursuant to Section 19(b)(2) 
of the Act, that the above-mentioned proposed rule change 
be, and it hereby is, approved. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





“The Commission approved a related CBOE rule change on 
this subject on August 19, 1976 (File No. SR-CBOE-76-6). 
See Securities Exchange Act Release No. 12719 (August 19, 
1976). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13051/December 9, 1976 


In the Matter of 


AMERICAN STOCK EXCHANGE, INC. 
86 Trinity Place 
New York, New York 10006 


(SR-Amex-76-21) 
ORDER APPROVING PROPOSED RULE CHANGE 


On September 15, 1976, the American Stock Exchange, Inc. 
(“Amex”) filed with the Commission, pursuant to Section 
19(b) of the Securities Exchange Act of 1934 (the “Act”), as 
amended by the Securities Acts Amendments of 1975, and 
Rule 19b-4 thereunder, copies of a proposed rule change. 
This filing was amended by two separate amendments 
submitted on November 1, 1976 and December 8, 1976, 
respectively. The rule change amends Amex Rules 915 and 
916 to provide new standards for the approval and withdrawal 
of approval of stocks underlying exchange listed options. 


Notice of the proposed rule change together with the terms of 


1124/SEC DOCKET 






substance of the proposed rule change was given by publica. ~ 
tion of a Commission Release (Securities Exchange Act, 
Release No. 12819 (September 21, 1976)), and by publica 
tion in the Federal Register (41 Fed. Reg. 43478 (October 1,N 
1976)). 


The Commission finds that the proposed rule change is 
consistent with the requirements of the Act and the rules and 
regulations thereunder applicable to national securities ey- 
changes, and in particular, the requirements of Section 6 of 
the Act and the rules and regulations thereunder. 


IT iS THEREFORE ORDERED, pursuant to Section 19(b)(2) 
of the Act, that the above-mentioned proposed rule change 
be, and it hereby is, approved. 


For the Commission by the Division cf Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13052/December 9, 1976 


ACCOUNTING SERIES 
Release No. 200/December 9, 1976 


ADMINISTRATIVE PROCEEDING File No. 3-5021 





In the Matter of 
RICHARD SOMMER 


ORDER PURSUANT TO RULE 2(e) OF THE COMMIS- 
SION'S RULES OF PRACTICE 


This Order under Rule 2(e)(1) of the Commission’s Rules of 
Practice [17 C.F.R. 201.2(e)(1) (ii) and (iii)] arises out of the 
conduct of Richard Sommer (‘Sommer’), an accountant, in 
connection with certain audit engagements in which he 
participated. 


We find that Sommer compromised the independence of an 
accounting firm with which he was formerly employed as an 
audit manager in that he directly and indirectly held interests 
in securities of certain audit clients of that firm during audit 
engagements of financial statements of those clients and 
during reporting periods the results of which were reflected in 
Client financial statements audited by his firm. Although the 
interests were nominal and other employees of the firm 
participated, we cannot excuse conduct of this nature, espe- 
Cially in view of the significance of independence of auditors 
to the protection of investors and others who rely upon 
auditors’ reports. In addition, during the course of an audit 
engagement, and acting on what he understood to be 
instructions from one of his superiors in his then employer, 
Sommer improperly removed an audit document relating to 
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the existence of guarantees by two partners of his firm of a 
bank loan to the client whose financial statements were the 
subject of the engagement. In that engagement, Sommer did 
however, bring this and other questionable matters to the 
attention of his superiors in the firm. Based on the foregoing 
we find that Sommer engaged in unethical and unprofes- 
sionai conduct. 


Sommer has submitted an offer of settlement in which, 
without admitting or denying the findings and conclusions 
herein, he waives institution of formal administrative proceed- 
ings under Rule 2(e)(1) and consents to entry of this Order 
containing findings, conclusions and remedial sanctions. 
Sommer has also submitted a letter in which he undertakes 
not to audit or participate in audits of financial statements to 
be filed with the Commission until December 31, 1976. 


Based on the foregoing it is ORDERED that proceedings 
pursuant to Rule 2(e) of the Commission’s Rules of Practice 
be, and they hereby are, instituted against Richard Sommer 
and it is ordered that Sommer comply with his undertaking 
not to audit or participate in audits of financial statements to 
be filed with the Commission from the date of the Order until 
December 31, 1976. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19785/December 3, 1976 


In the Matter of 


JERSEY CENTRAL POWER & LIGHT COMPANY 
Madison Avenue at Punch Bow! Road 
Morristown, New Jersey 07960 


(70-5770) 


NOTICE OF PROPOSED EXTENSION OF TIME TO ISSUE 
AND SELL SHORT-TERM NOTES TO BANKS 


NOTICE IS HEREBY GIVEN that Jersey Central Power & 
Light Company (‘Jersey Central”), an electric utility subsidi- 
ary company of General Public Utilities Corporation (“GPU”), 
a registered holding company, has filed a post-effective 
amendment to its application previously filed with this Com- 
mission pursuant to the Public Utility Holding Company Act of 
1935 (‘Act’), designating Section 6(b) thereof as applicable 
to the proposed transaction. All interested persons are re- 
ferred to the application, summarized below, for a complete 
statement of the proposed transaction. 


By order dated January 12, 1976 (HCAR No. 19340), Jersey 


Central was authorized for the period ending December 31, 
1976, to issue and sell to commercial banks, as evidence of 
short-term borrowings therefrom, its unsecured promissory 
notes, maturing in nine months or less (“short term notes”), 
provided that the aggregate principal amount of such notes 
outstanding at any one time would not exceed $110,000,000. 
Jersey Central now requests an extension of time through 
December 31, 1977, to make such borrowings. 


The short term notes will bear interest at the lending bank’s 
prime interest rate for commercial borrowing at the date of 
issue of the notes, will be prepayable at any time without 
premium, and will not be issued as part of a public offering. It 
is anticipated that the banks from which the borrowings will 
be made will require compensating balances at levels gener- 
ally approximately 10% of the line of credit or 20% of the 
amounts actually borrowed, whichever is higher. Assuming 
compensating balances will equal 20% of the aggregate 
amounts borrowed and a prime rate of 61/2%, the effective 
cost of borrowing would be 8.125%. 


Jersey Central proposes to use the proceeds of the short 
term loans for its short term working capital requirements, 
including repayment of other short term borrowings and for 
construction expenditures. 


It is stated that no state commission and no federal commis- 
sion, other than this Commission, has jurisdiction over the 
proposed transaction. Any fees and expenses to be incurred 
in connection with the proposed transaction will be supplied 
by amendment. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than December 28, 1976, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said application, as amended by said 
post-effective amendment, which he desires to controvert; or 
he may request that he be notified if the Commission should 
order a hearing thereon. Any such request should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request should be 
served personally or by mail upon the applicant at the above 
stated address, and proof of service (by affidavit, or, in the 
case of an attorney at law, by certificate) should be filed with 
the request. At any time after said date, the application, as 
amended by said post-effective amendment, or as it may be 
further amended, may be granted as provided in Rule 23 of 
the General Rules and Regulations promulgated under the 
Act, or the Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered will 
receive any notices and orders issued in this matter, including 
the date of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19786/December 3, 1976 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
SYSTEM FUELS, INC. 

225 Baronne Street 

New Orleans, Louisiana 70112 


ARKANSAS POWER & LIGHT COMPANY 
First National Building 
Little Rock, Arkansas 72203 


LOUISIANA POWER & LIGHT COMPANY 
142 Delaronde Street 
New Orleans, Louisiana 70174 


MISSISSIPPI POWER & LIGHT COMPANY 
Electric Building 
Jackson, Mississippi 39205 


NEW ORLEANS PUBLIC SERVICE INC. 
317 Baronne Street 
New Orleans, Louisiana 70112 


(70-5941) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
NOTES BY FUEL-SUPPLY SUBSIDIARY TO SYSTEM OP- 
ERATING COMPANIES AND PROPOSED GUARANTEES 
AND SERVICES FOR SAID FUEL-SUPPLY SUBSIDIARY 


NOTICE IS HEREBY GIVEN that System Fuels, Inc. (“SFI”), 
a jointly-owned nonutility, fuel-supply subsidiary company of 
Arkansas Power & Light Company, Louisiana Power & Light 
Company, Mississippi Power & Light Company, and New 
Orleans Public Service, Inc. (collectively referred to as “Oper- 
ating Companies’), each an electric utility subsidiary com- 
pany of Middle South Utilities, Inc. (“Middle South”), a 
registered holding company, and the above-named compa- 
nies have filed an application-declaration with this Commis- 
sion pursuant to Sections 6(a), 7, 9(a), 10, 12(b), and 13 of 
the Public Utility Holding Company Act of 1935 (“Act”) and 
Rules 45 and 86 promulgated thereunder regarding the 
following proposed transactions. All interested persons are 
referred to the application-declaration, which is summarized 
below, for a complete statement of the proposed transac- 
tions. 


Since its organization in 1972, SFI has carried out an 
extensive program for the procurement, storage, and trans- 
portation of fuel for the Operating Companies and also for 
Arkansas-Missouri Power Company, the other operating sub- 
sidiary of Middle South. By orders in another proceeding 
dated December 17, 1973, and December 24, 1975 (HCAR 
Nos 18221 and 19314), the Commission authorized borrow- 
ings by SFI from the Operating Companies under a Loan 
Agreement through December 31, 1976, to be used by SFI to 
finance those fuel procurement, storage, and handling pro- 
grams entered into by SFI in the ordinary course of its fuel 
supply business and not requiring special authorization or 
separate financing. 






SFI now proposes to extend the term of said Loan Agree- 
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ment to December 31, 1977, in order to finance, in part, 
transactions entered into by it in the ordinary course of its fuel & 
supply business. SFI contemplates that it will continue to 
require up to $130,000,000 of borrowings under the Loan 
Agreement in 1977, of which $20 - 24,000,000 is estimated to 
be outstanding at December 31, 1976, and $60,000,000 is for 
procurement, $3,600,000 is for storage facilities, $2,400,000 
is for transportation facilities, and $40,000,000 is for repay- 
ment of bank loans incurred in financing fuel-oil inventory and 
other capital expenditures. Other than the date of expiration, 
the terms of the Loan Agreement, as previously authorized, 
would remain unchanged. 


Each of the Operating Companies will provide for each loan 
under the Loan Agreement an amount in such proportion as 
its kwh sales for the preceding calendar year bear to the total 
kwh sales of the Operating Companies for that year, com- 
puted in both cases by including sales to rural electric 
cooperatives and municipalities but excluding sales to other 
public utilities. These loans will be evidenced by SFI notes 
bearing interest at an annual rate, adjusted monthly on the 
first day of each month, equal to the highest annual rate of 
interest for such month borne by any short-term bank borrow- 
ings of the particular Operating Company making the loan on 
the last day of the preceding month, or if no such bank 
borrowings are outstanding, the prevailing prime commercial 
rate generally charged by commercial banks in New York City 
to responsible and substantial corporate borrowers. Each 
note will be prepayable in any amount without premium or 
penalty and will mature not later than 25 years after its date 
of issue; provided, however, that all notes representing each 
borrowing shall mature on the same date. 


SFI and the Operating Companies have found the flexibility 
resulting from certain authorizations previously granted by the 
Commission to SFI in the ordinary course of its fuel supply 
business to be of great use in the economical and efficient 
supply of fuel for the Middle South System. Accordingly, SFI 
further proposes that authorization be extended during the 
year 1977 for the following: 


1. The Operating Companies, in connection with a transac- 
tion in the ordinary course of SFI’s fuel supply business and 
not invoviing the issuance of a security, to assure any party 
contracting with SFI that the Operating Companies will, in 
accordance with their respective shares of ownership of the 
Common Stock of SFI, take such action as may be appropri- 
ate from time to time to keep SFI in a sound financial 
condition so that it may discharge its obligations under the 
particular contract; 


2. In situations where the assurance of the Operating Compa- 
nies referred to in (1) above is insufficient, to have Middle 
South guarantee the performance by SFI of its obligations 
under contracts so long as guarantees of Middle South 
outstanding at any one time in respect of all System compa- 
nies do not exceed $75,000,000, excluding guarantees other- 
wise specifically authorized by the Commission; and 


3. To have personnel empioyed by the other companies in 
the System perform services for SFI at cost where it is more 
economical and efficient for such personnel to perform such 
services. 





SFI requests authority to file certificates of notification re 
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quired under Rule 24 on a quarterly basis with respect to the 
progress of its Fuel Program. SFI states that it will furnish the 
Commission on or before December 1, 1977, a copy of its 
budget and projected cash flow statement for the next 
succeeding calendar year. 


The fees and expenses to be incurred in connection with the 
proposed transactions are estimated at $13,000, including 
legal fees of not to exceed $10,000. It is stated that no State 
or Federal commission, other than this Commission, has 
jurisdiction over the proposed transactions, except that Ar- 
kansas Power & Light Company has had to file pertinent 
information relating to its participation in the proposed trans- 
actions with the Arkansas Public Service Commission. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than December 29, 1976, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said application-declaration which he 
desires to controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D. C. 20549. A copy of 
such request should be served personally or by mail upon the 
applicants-declarants at the above-stated addresses, and 
proof of service (by affidavit or, in case of an attorney at law, 
by certificate) should be filed with the request. At any time 
after said date, the application-declaration, as filed or as it 
may be amended, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the Commission 
may grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or advice 
as to whether a hearing is ordered will receive any notices 
and orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19787/December 3, 1976 


In the Matter of 

LOUISIANA POWER AND LIGHT COMPANY 

142 Delaronde Street 

New Orleans, Louisiana 70174 

(70-5940) 

NOTICE OF PROPOSED ISSUANCE AND SALE OF 


NOTES TO BANKS AND TO DEALER IN COMMERCIAL | 
PAPER AND EXCEPTION FROM COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Louisiana Power and Light 
Company (“Louisiana”), a public-utility subsidiary company of 
Middle South Utilities, Inc. (“Middle South’), a registered 
holding company, has filed a declaration and an amendment 
thereto with this Commission pursuant to Sections 6(a) and 7 
of the Public Utility Holding Company Act of 1935 (‘‘Act”) and 
Rules 50(a)(2) and 50(a)(5) promulgated thereunder regard- 
ing the following proposed transactions. All interested per- 
sons are referred to the declaration, as amended, for a 
complete statement of the proposed transactions. 


To cover its interim financing requirements through Decem- 
ber 31, 1978, Louisiana proposes, from time to time, to 
borrow from, pay, prepay and/or reborrow from one or more 
commercial banks and to issue and sell commercial paper to 
a dealer or broker in such securities in an aggregate principal 
amount not exceeding $85,000,000 outstanding at any one 
time. 


The proposed commercial bank loans would be evidenced by 
unsecured promissory notes of Louisiana, each to the order 
of the lending bank, maturing not later than December 31, 
1978, and bearing interest at the prime rate in effect from 
time to time at certain New York banks. Such notes would be 
subject to prepayment in whole at any time or in part from 
time to time without penalty or premium. 


Set forth below are the respective maximum amounts which 
the banks participating in the bank loans have commiited 
themselves to lend during the period through December 31, 
1977: 


Maximum 
Bank Amount 
The Chase Manhattan Bank (National Associ- 

ation), New York, N.Y. $25,000,000 
Whitney National Bank of New Orleans, Loui- 

siana 8,000,000 
First National Bank of Commerce, New Orle- 

ans, La. 6,000,000 
The Hibernia National Bank in New Orleans, 

La. 3,500,000 
National American Bank of New Orleans, La. 2,500,000 
Irving Trust Company, New York, N.Y. 2,000,000 
The National Bank of Commerce in Jefferson 

Parish, New Orleans, La. 750,006 
The Bank of New Orleans and Trust Com- 

pany, New Orleans, La. 500,000 
Central Bank, Monroe, La. 500,000 
First State Bank & Trust Company, Bogalusa, 

La. 500,000 
Assumption Bank and Trust Company, Napo- 

leonville, La. 240,000 
First National Bank of Jefferson Parish, 

Gretna, La. 200,000 
First National Bank of West Monroe, West 

Monroe, La. 150,000 
American Bank and Trust Company in Mon- 

roe, Monroe, La. 100,000 
Bank of Louisiana in New Orleans, La. 100.000 
Bastrop National Bank, Bastrop, La. 100,000 
Guaranty Bank & Trust Company, Gretna, La. 100,000 
Metairie Bank and Trust Company, Metairie, 

La. 100,000 
Terrebonne Bank & Trust Company, Houma, 

La. 100,000 
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Maximum 


Bank Amount 
The Quachita National Bank in Monroe, Mon- 

roe, La. 100,000 
Bank of the South, Gretna, La. 80,000 
First Guaranty Bank, Hammond La. 75,000 
Franklin State Bank & Trust Company, Winns- 

boro, La. 50,000 
Winnsboro State Bank & Trust Company, 

Winnsboro, La. 50,000 
Bank of Morehouse, Bastrop, La. 25,000 
Citizens Bank & Trust Company, Thibodaux, 

La. 20,000 

$50,840,000 


Louisiana maintains accounts with the lending banks and, at 
September 30, 1976, balances in such accounts aggregated 
$3,078,726. Although the balances in some of these ac- 
counts may be deemed to be compensating balances, most 
of these bank accounts are working accounts and fluctuations 
in their balances do not reflect or depend upon fluctuations in 
the amount of bank loans outstanding. The minimum bal- 
ances customarily maintained in such bank accounts aggre- 
gate $2,391,000. Louisiana believes that these balances are 
adequate as of this time. If minimum balances of 10% or 20% 
were required, the effective rate of interest would be 7.22% 
and 8.13%, respectively, using the present prime rate of 
61/2%. 


The commercial paper will be sold by Louisiana directly to 
Lehman Commercial Paper Incorporated (“Lehman”) in de- 
nominations of not less than $50,000 or more than 
$1,000,000 at a discount which will not exceed the discount 
rate per annum prevailing at the respective dates of issuance 
for the particular maturities involved for sales of prime 
commercial paper of comparable quality by public utility 
issuers to commercial paper dealers. The maximum amount 
of commercial paper purchased and outstanding at any one 
time wil! not exceed $50,000,000. The proposed commercial 
paper of Louisiana would be in the form of unsecured Bearer 
notes maturing not longer than nine months after the dates of 
issuance. No other costs, fees, commissions or additional 
charges will be payable by Louisiana to Lehman in connec- 
tion with the issuance and sale of such commercial paper. 
The commercial paper will not be prepayable prior to matu- 
rity. As principal, Lehman will initially reoffer the commercial 
paper at a discount rate no greater than '/sth of 1% per 
annum less than the discount rate to Louisiana. 


Louisiana will not issue any of its commercial paper notes 
having a maturity of more than 90 days at an effective 
interest cost which exceeds the effective interest cost at 
which Louisiana could borrow from banks, and, in general, 
the nature of the borrowing or borrowings made at any 
particular time would be determined on the basis of market 
conditions with a view toward obtaining borrowed funds at the 
lowest possible cost. 


The nei proceeds of the borrowings herein proposed will be 
used, together with other funds available to Louisiana, for the 
construction of new facilities, for additions and improvements 
to present facilities, and for other corporate purposes. Louisi- 
ana’s construction program contemplates expenditures of 
approximately $138,800,000 in 1976, $198,000,000 in 1977 
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and $217,000,000 in 1978. 


Louisiana expects to effect permanent financing also during 
the period through December 31; 1978, and may use part or 
all of the proceeds of such permanent financing to pay or 
prepay commercial bank loans or to pay commercial paper. 
Louisiana proposes that it is essential to its interim financing 
program that such use of the proceeds of permanent financ- 
ing shall not reduce the aggregate principal amount of 
commercial paper and/or commercial bank loans which Loui- 
siana herein seeks authorization to have outstanding at any 
one time during said period through December 31, 1978. 
Louisiana expects to retire ail of the then outstanding borrow- 
ings covered by this declaration on or before December 31, 
1978, from the proceeds of the sale of securities. 


Louisiana requests exception from the competitive bidding 
requirements of Rule 50 for the proposed issue and sale of its 
commercial paper pursuant to paragraph (a)(5) thereof. It is 
stated that it is not practical to invite competitive bids for 
commercial paper and that current rates for commercial 
paper for such prime borrowers as Louisiana are published 
daily in financial publications. Louisiana also requests author- 
ity to file certificates with Rule 24 with respect to the issue 
and sale of commercial paper on a quarterly basis. 


No associate company or affiliate of Louisiana or affiliate of 
any such associate company has any material interest, direct 
or indirect in the transactions proposed. 


No State commission and no Federal commission, other than 
this Commission, has jurisdiction over the proposed transac- 
tions. The fees, commissions and expenses to be incurred in 
connection with these transactions are estimated at $3,000 
including legal fees not to exceed $1,000. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than December 28, 1976, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said declaration which he desires to 
controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D. C. 20549. A copy of 
such request should be served personally or by mail upon the 
declarant at the above stated address, and proof of service 
(by affidavit or, in the case of an attorney at law, by 
certificate) should be filed with the request. At any time after 
said date, the declaration, as amended or as it may be further 
amended, may be granted and permitted to become effective 
as provided in Rule 23 of the General Rules and Regulations 
permitted under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 20(a) and 
100 thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices and 
orders issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19788/December 3, 1976 


In the Matter of 


CONSOLIDATED NATURAL GAS CCMPANY 
30 Rockefeller Plaza 
New York, New York 10020 


CNG PRODUCING COMPANY 

CONSOLIDATED GAS SUPPLY CORPORATION 
THE EAST OHIO GAS COMPANY 

THE PEOPLES NATURAL GAS COMPANY 
WEST OHIO GAS COMPANY 


(70-5945) 


NOTICE OF PROPOSED OPEN ACCOUNT ADVANCES 
TO SUBSIDIARY COMPANIES BY PARENT COMPANY IN 
CONNECTION WITH INTRASYSTEM PREPAYMENT OF 
PROMISSORY NOTES AND RELATED TRANSACTIONS 


NOTICE IS HEREBY GIVEN that Consolidated Natural Gas 
Company (“Consolidated”), a registered holding company, 
and its subsidiary companies, CNG Producing Company 
(‘CNG Producing’), Consolidated Gas Supply Corporation 
(‘Gas Supply”), The East Ohio Gas Company (“East Ohio”), 
The Peoples Natural Gas Company (‘Peoples’), and West 
Ohio Gas Company (“West Ohio”), have filed an application- 
leclaration with this Commission pursuant to the Public Utility 


* Holding Company Act of 1935 (‘Act’), designating Sections 


6, 7, 9(a), 10, and 12(b) of the Act and Rules 42(b)(2), 45 and 
50(a)(3) promulgated thereunder as applicable to the pro- 
posed transactions. All interested persons are referred to the 
application-declaration, which is summarized below, for a 
complete statement of the proposed transactions. 


lt is stated that Consolidated’s distribution subsidiaries sea- 
sonally accumulate cash over and above current require- 
ments because of their large winter heating business. Other 
subsidiaries, presently engaged in developing gas supply, 
have little or no operating cash flow and regularly require 
capital financing from Consolidated. Therefore, Consolidated 
may be making short-term borrowings when distribution sub- 
sidiaries are making temporary money market investments 
outside the Consolidated System. It is stated that it would be 
advantageous to alleviate this situation, and the present filing 
is designed to establish financing procedures that optimize 
the internal utilization of excess cash funds accumulated 
within the System. 


tis proposed that the following subsidiaries make temporary 
prepayments on long-term notes held by Consolidated from 
excess cash funds, from time to time prior to December 31, 
1977, not exceeding at any time the aggregate amounts set 
forth below: 


CNG Producing $15,000,000 
Gas Supply 50,000,000 
East Ohio 50,000,000 


Peoples 15,000,000 
West Ohio 3,500,000 


$133,500,000 


Consolidated estimates that the aggregate prepayment of 
$133,500,000 is the maximum that can be utilized for the 
temporary financing of other subsidiaries in the System 
during 1977. 


The long-term notes temporarily prepaid by an individual 
subsidiary will be those bearing the highest interest rate 
outstanding at the time of each prepayment. Interest on such 
notes will cease upon prepayment and start again upon 
reinstatement of the notes. 


As funds are thereafter required by such subsidiary for 
corporate purposes, including construction, it is proposed that 
advances be made on open account to the subsidiary by 
Consolidated in an aggregate amount not to exceed the 
amount of long-term notes previously prepaid, less any 
current maturities applicable to notes which have matured 
subsequent to the prepayment dates. The open account 
advances will bear interest at the same rate or rates as borne 
by the equivalent principal amounts of the notes previously 
prepaid by such subsidiary during 1977 but in reverse order 
to that of the prepayments, i.e., from the lowest rate on the 
notes previously prepaid to the highest rate. Interest on the 
open account advances will commence on the date of the 
advance and will become due on June 30, 1977, and 
December 31, 1977, and/or on the date such advances are 
repaid by the reinstatement of the prepaid notes. 


It is proposed that open account advances to a subsidiary be 
increased or decreased from time to time in accordance with 
variations in the cash flow of the subsidiary. However, at no 
time will the advances outstanding be in excess of the notes 
prepaid. At such time as the open account advances equal 
the aggregate amount of the prepaid notes, or in any event 
not later than December 31, 1977, the notes prepaid by a 
subsidiary will be reinstated ir repayment of the related 
outstanding open account advances made to the subsidiary 
by Consolidated. However, if the aggregate of the notes 
prepaid exceeds such advances at the end of 1977 Consoli- 
dated proposes to make cash repayment of the difference in 
order to effect reinstatement of the proposed notes in full. No 
financing of any subsidiary which may be presently or subse- 
quently authorized by this Commission in connection with the 
construction or gas storage programs of any such subsidiary 
will be consummated until such time as advances have been 
made in amount equal to the amount of notes prepaid. 


It is stated that the proposed transactions will be beneficial to 
the System because they will: (1) permit subsidiary compa- 
nies with excess cash to prepay temporarily long-term notes 
held by Consolidated, with a resulting reduction in their 
interest expense; (2) make available to Consolidated a tem- 
porary cash source for the financing of other companies 
within the System; and (3) permit Consolidated, which ob- 
tains all external financing required by the System, to conse- 
quently defer or prepay short-term financing such as inven- 
tory loans with banks and commercial paper borrowings for 
working capital. 
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The expenses to be incurred in connection with the proposed 
transactions are estimated not to exceed $2,600. It is stated 
that the Public Service Commission of West Virginia has 
jurisdiction over the prepayment and reactivation of the long- 
term notes and the short-term borrowings proposed by Sup- 
ply Corporation and that no other State commission and no 
Federal commission, other than this Commission, has juris- 
diction over the proposed transactions. The applicants-declar- 
ants request that authority be granted to file certificates under 
Rule 24 reporting transactions consummated pursuant to this 
filing on a quarterly basis. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than December 29, 1976, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by the filing which he desires to controvert; 
or he may request that he be notified if the Commission 
should order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request should be 
served personally or by mail upon the applicants-declarants 
at the above-stated address, and proof of service (by affidavit 
or, in case of an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the application- 
declaration, as filed or as it may be amended, may be 
granted and permitted to become effective as provided in 
Rule 23 of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant exemption from 
such rules as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices or orders issued in this 
matter, including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19789/December 3, 1976 


In the Matter of 


LOUISIANA POWER & LIGHT COMPANY 
New Orleans, Louisiana 


(70-5919) 


ORDER AUTHORIZING ISSUE AND SALE OF FIRST 
MORTGAGE BONDS 


Louisiana Power & Light Company (‘Louisiana’), an electric 
utility subsidiary of Middle South Utilities, Inc., a registered 
holding company, has filed a declaration and amendments 
thereto with this Commission pursuant to Sections 6(a) and 7 
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of the Public Utility Holding Company Act of 1935 (“Act”) and 


posed transaction. 


Rule 50 promulgated thereunder as applicable to the “9 


Louisiana proposes to issue and sell at competitive bidding 
$40,000,C00 principal amount of its First Mortgage Bonds 
(“Bonds”), __. _% Series, due December 1, 2006. The 
interest rate of the Bonds and the price, exclusive of accrued 
interest, which will be not less than 100% nor mcre than 
1023/4% of the principal amount thereof, will be determined 
by competitive bidding. The Bonds will be issued under the 
Mortgage and Deed of Trust (“Mortgage”) dated April 1, 
1944, between Louisiana and The Chase Manhattan Bank 
(N.A.) and Charles F. Ruge as trustee, as heretofore supple- 
mented by various indentures and as it is to be further 
supplemented by a twenty-third supplemental indenture 
(“Supplemental Indenture”) dated December 1, 1976. The 
Bonds will be redeemable, at the option of Louisiana, in 
whole or in part at any time prior to maturity. The Supplemen- 
tal Indenture will include a prohibition, for a period of not more 
than five years, against refunding the Bonds, directly or 
indirectly, with funds borrowed at a lower effective interest 
cost. 


Louisiana will apply the net proceeds derived from the sale of 
the Bonds to the payment of short-term borrowings, esti- 
mated to total $20,000,000 at the time the proceeds are 
received, and the financing, in part, of Louisiana’s construc- 
tion program. 


It is stated that no State commission and no Federal commis- 
sion, other than this Commission, has jurisdiction over the 
proposed transaction. 


Due notice of the filing of said declaration has been given in 
the manner prescribed in Rule 23 promulgated under the Act 
(HCAR No. 19748), and no hearing has been requested of or 
ordered by the Commission. Upon the basis of the facts in 
the record, it is hereby found that the applicable standards of 
the Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors and 
consumers that said declaration, as amended, be permitted 
to become effective: 


IT IS ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that said declaration, as amended, 
be, and it hereby is, permitted to become effective forthwith, 
subject to the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
MIDDLE SOUTH ENERGY, INC. 
225 Baronne Street 

New Orleans, Louisiana 70112 


(70-5933) 


NOTICE OF PROPOSAL BY SUBSIDIARY COMPANY TO 
ISSUE AND SELL COMMON STOCK TO ITS PARENT 
HOLDING COMPANY 


NOTICE IS HEREBY GIVEN that Middle South Utilities, Inc. 
(“Middle South’), a registered holding company, and a 
wholly-owned subsidiary company, Middle South Energy, Inc. 
(‘MSE!”), have filed an application-declaration with this Com- 
mission pursuant to the Public Utility Holding Company Act of 
1935 (‘Act’), designating Sections 6(a), 7, 9(a), 10 and 12(f) 
of the Act and Rules 43 and 50(a)(3) promulgated thereunder 
as applicable to the proposed transaction. Ali interested 
persons are referred to the application-declaration, which is 
summarized below, for a complete statement of the proposed 
transaction. 


MSEI proposes to issue and sell to Middle South, and Middle 
South proposes to purchase, from time to time through 
December 31, 1977, up to 75,000 additional shares of its 
presently authorized but unissued common stock, no par 
value (“Common Stock”) at a price of $1,000 per share for an 
aggregate maximum cash purchase price of $75,000,000. 
MSE! will apply the proceeds of such sale to its costs 
incurred in the construction of the Grand Gulf Nuclear Electric 
Station project (“Grand Gulf Project’), a two-unit nuclear 
plant having a projected aggregate capability of 2,500 MW 
presently under construction at a site on the Mississippi River 
near Vicksburg, Mississippi. The contemplated sales of the 
Common Stock will be made in increments to be determined 
by MSEI and Middle South. Such sales will be timed to 
coincide with MSEl’s cash needs, which are primarily deter- 
mined by the nature and pace of construction on the Grand 
Gulf Project. Each such sale will be reported to the Commis- 
sion by a certificate filed pursuant to Rule 24. 


As of November 11, 1976, MSEI had issued and sold 
142,500 shares of its common stock, no par value, to Middle 
South for an aggregate cash consideration of $142,500,000 
pursuant to Commission orders, HCAR Nos. 18437, 18936, 
19092, 19134, 19354 and 19699. MSEI has Commission 
authority to issue and sell an additional 7,000 shares of its 
common stock, no par value, to Middle South on or prior to 
December 31, 1976, HCAR Nos. 19699 and 19729. 


To the extent funds are required from external sources to 
acquire the Common Stock, Middle South will obtain such 
funds through the issuance and sale of its unsecured short- 
term promissory notes issued under a revolving credit agree- 
ment dated as of June 1, 1976, with a group of banks headed 
by Manufacturers Hanover Trust Company, New York, New 
York, as authorized by the Commission’s Order dated June 
14, 1976, HCAR No. 19570, or through extensions thereof or 
such other forms of financing as may be approved by the 
Commission. 


The fees and expenses to be incurred in connection with the 


proposed transaction are estimated at $7,000, including legal 
fees of $5,000. It is stated that no State commission and no 
Federal commission, other than this Commission, has juris- 
diction over the proposed transaction. It is also stated that the 
issuance and sale of the Common Stock by MSEI is ex- 
empted from the competitive bidding requirements of Rule 50 
by reason of subsection (a)(3) thereof. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than December 29, 1976, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by the filing which he desires to controvert; 
or he may request that he be notified if the Commission 
should order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request should be 
served personally or by mail upon the applicants-declarants 
at the above-stated address, and proof of service (by affidavit 
or, in case of an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the application- 
declaration, as filed or as it may be amended, may be 
granted and permitted to become effective as provided in 
Rule 23 of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant exemption from 
such rules as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices or orders issued in this 
matter, including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19791/December 3, 1976 


In the Matter of 


YANKEE ATOMIC ELECTRIC COMPANY 
20 Turnpike Road 
Westborough, Massachusetts 01581 


(70-5932) 


NOTICE OF PROPOSED ISSUE AND SALE OF SHORT- 
TERM PROMISSORY NOTES TO A BANK AND A DEALER 
IN COMMERCIAL PAPER AND REQUEST FOR EXEMP- 
TION FROM COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Yankee Atomic Electric 
Company (“Yankee Atomic”), an electric utility subsidiary 
company of New England Electric System and Northeast 
Utilities, registered holding companies, has filed an applica- 
tion-declaration with this Commission pursuant to the Public 
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Utility Holding Company Act of 1935 (‘Act’), designating 
Sections 6(a) and 7 of the Act and Rules 42(b)(2) and 50 
promulgated thereunder as applicable to the proposed trans- 
actions. All interested persons are referred to the application- 
declaration, which is summarized below, for a complete 
statement of the proposed transactions. 


Yankee Atomic proposes to issue and sell from time to time, 
but not later than December 31, 1977, short-term promissory 
notes, in order to finance the acquisition of nuclear fuel and to 
make necessary plant improvements. The notes are ex- 
pected to be sold to The First National Bank of Boston, 
Massachusetts, or to A. G. Becker & Company, Incorporated 
(“Becker”), a dealer in commercial paper, or both, up to a 
maximum aggregate principal amount of $20,000,000 to be 
outstanding at any one time. 


The proposed short-term borrowing will be repaid from time 
to time in part from internally generated funds and the 
balance will be refinanced either through additional short-term 
borrowings or permanent financing. 


The proposed borrowings from The First National Bank of 
Boston will be evidenced by notes payable maturing in less 
than one year from the date of issuance and will provide for 
prior payment in whole or in part without premium. The notes 
will bear interest at not in excess of the prime rate at such 
bank in effect at the time borrowings are made. If balances 
were maintained to solely fulfill prevailing compensating bal- 
ance requirements of 20%, the effective interest cost to 
Yankee Atomic would be about 8.125% per annum based on 
the current prime rate of 6.5% 


Yankee Atomic also proposes to issue and sell its commer- 
cial paper during the period through December 31, 1977, 
directly to Becker. Becker, as a principal, will reoffer such 
commercial paper to not more than 200 of its customers 
whose names appear on a nonpublic list prepared by Becker 
in advance. No additions will be made to such list of 
customers. The commercial paper so issued and sold will be 
in the form of unsecured promissory notes having varying 
maturities of not in excess of 270 days. Actual maturities will 
be determined by market conditions, the effective interest 
cost to Yankee Atomic, and Yankee Atomic’s cash require- 
ments at the time of issuance. The commercial paper will be 
in denominations of not less than $50,000 and no more than 
$1,000,000, and will not by its terms be prepayable prior to 
maturity. The commercial paper will be purchased by Becker 
from Yankee Atomic at a discount which will not be in excess 
of the discount rate per annum prevailing at the date of 
issuance for the particular maturity at which prime commer- 
cial paper of comparable quality is sold by public utility 
issuers to commercial paper dealers. Becker will initially 
reoffer the commercial paper at a discount rate not more than 
Ye of 1% per annum less than the prevailing discount rate to 
Yankee Atomic. It is expected that such commercial paper 
will be held to maturity by the purchasers, but, if any such 

urchaser wishes to resell prior to maturity, Becker, pursuant 
to an oral repurchase agreement, will repurchase the paper 
for resale to others on said list of customers. The effective 
interest cost to Yankee Atomic on such paper will not exceed 
the effective interest cost at the time of issue for borrowings 
from The First National Bank of Boston. 


Yankee Atomic requests exception from the competitive 
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bidding requirements of Rule 50 with respect to the proposed 
issuance and sale of commercial paper pursuant to para- 
graph (a)(5) thereof on the grounds that the commercial 
paper to be issued will have maturities of not more than nine 
months, the effective interest rate thereon will not exceed the 
effective interest cost for borrowings from The First National 
Bank of Boston, the current rates for commercial paper for 
prime borrowers such as Yankee Atomic are readily ascer- 
tainable by reference to daily financial publications and it is 
not practical to publish invitations for bids for commercial 
paper. It is stated that the issuance and sale of notes to The 
First National Bank of Boston is excepted from the competi- 
tive bidding requirements of Rule 50 by reason of paragraph 
(a)(5) thereof. It is further stated that the payment of any note 
indebtedness from the proceeds of the proposed borrowings 
is exempted from the provisions of Section 9(a) and Rule 
42(a) by reason of Rule 42(b)(2). 


The fees and expenses to be incurred by Yankee Atomic in 
connection with the proposed transactions will be approxi- 
mately $3,000, including $1,000 for services performed at 
cost by New England Power Service Company, an affiliated 
service company. It is stated that no state commission and no 
federal commission, other than this Commission, has jurisdic- 
tion over the proposed transactions. The applicants-deciar- 
ants request that authority be granted to file certificates under 
Rule 24 reporting transactions consummated pursuant to this 
filing on a quarterly basis. 


NOTICE !S FURTHER GIVEN that any interested person 
may, not later than December 27, 1976, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said declaration which he desires to 
controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D. C. 20549. A copy of 
such request should be served personally or by mail upon the 
declarant at the above-stated address, and proof of service 
(by affidavit or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after said date, 
the declaration, as filed or as it may be arnended, may be 
permitted to become effective as provided in Rule 23 of the 
General Rules and Regulations promuigated under the Act, 
or the Commission may grant exemption from its rules under 
the Act as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) and any 
postponemenis thereof. 


For the Commission, by the Division of Corporate Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
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Release No. 19792/December 3, 1976 
in the Matter of 


CONSOLIDATED NATURAL GAS COMPANY 
New York, New York 


CONSOLIDATED GAS SUPPLY CORPORATION 
CNG COAL COMPANY 
Clarksburg, West Virginia 


(70-5916) 


ORDER AUTHORIZING ACQUISITION OF COAL PROPER- 
TIES, TRANSFER OF COAL PROPERTIES TO NEW SUB- 
SIDIARY COAL COMPANY, AND ISSUANCE AND SALE 
OF COMMON STOCK TO PARENT HOLDING COMPANY 
BY COAL COMPANY 


Consolidated Natural Gas Company (“Consolidated”), a reg- 
istered holding company, and CNG Coal Company 
('Coalco’) and Consolidated Gas Supply Corporation (“Sup- 
oly Corporation”), nonutility subsidiaries of Consolidated, 
have filed an application-declaration and amendments thereto 
with this Commission pursuant to Sections 6(a), 7, 9(a), and 
10 of the Public Utility Holding Company Act of 1935 (‘Act’) 
regarding the following proposed transactions. 


On October 4, 1976, Consolidated caused CNG Coal Com- 
pany (“Coalco’) to be incorporated in the State of Delaware. 
Pursuant to its Certificate of Incorporation, Coalco’s capitali- 
zation consists of 400,000 shares of common stock, $100 par 
value, aggregating $40,000,000. At present, Coalco has no 
shares outstanding and no paid-in capital; however, upon 
consummation of the transactions herein proposed, Coalco 
will become a wholly-owned subsidiary of Consolidated and 
will engage in the business of owning and leasing coal 
properties as hereinafter described. 


The application-declaration states that in 1971 Consolidated’s 
subsidiary, Supply Corporation, commenced acquiring coal 
reserves located principally in Greene County, Pennsylvania. 
For some time prior to these acquisitions, the Consolidated 
System had been a participant in several coal gasification 
research projects designed to develop a process which would 
be economically and ecologically feasible. in anticipation of 
the day when a gasification breakthrough would be success- 
fully achieved, the acquisition of coal reserves was under- 
taken for the purpose of eventual gasification. The total 
reserves acquired and being currently acquired will amount to 
more than 500 million tons of recoverable, raw coal. Included 
in the reserves is certain Pittsburgh seam coal which is 
presently being purchased in stages, extending into 1977, 
from Manor Real Estate Company, a Penn Central Transpor- 
tation Company subsidiary, at an estimated cost of $19 
million. Under the purchase agreement, Supply Corporation 
has expended $9,941,000 up to June 30, 1976. At June 30, 
1976, the investment of Supply Corporation in all of said 
Pennsylvania coal titles and related acquisition costs aggre- 
gated $13,965,000. 


The applicants-declarants seek approval, pursuant to Sec- 
tions 9(a)(1) and 10 of the Act (Public Service Company of 
Oklahoma, HCAR No. 19090 (July 17, 1975)), of the acquisi- 
tion by Coalco of such additional reserves located within the 


Consolidated System's service areas and areas in reasona- 
ble proximity thereto as Coaico may deem necessary or 
appropriate for coal gasification purposes. The acquisition of 
any reserves other than those just described would be 
subject to further Commission approval. Any specific coal 
development project in the future would also be subject to a 
further filing with this Commission. 


Consolidated asserts that, under rulings of the Federal Power 
Commission, Supply Corporation will probably not be permit- 
ted to include in its rate base investment in coal reserves held 
for future gasification and, consequently, would not be able 
for an indeterminable time to earn a return thereon. It 
appears appropriate for financial and organizational reasons 
that Supply Corporation transfer to Coalco, a nonutiliiy affili- 
ate, its principal coal reserves which are located in Greene 
County, Pennsylvania. Coalco’s schedule for the develop- 
ment of these reserves is uncertain at this time. 


Consolidated, Supply Corporation, and Coaico propose, in 
accordance with an agreement, that: 


1. Supply Corporation transfer and convey to Coaico, 
for shares of common stock of Coalco (139,650 shares, 
aggregating $13,965,000 par value, at June 30, 1976) 
at cost as of the end of the month preceding the date of 
closing, all coal titles owned by it in Greene County, 
Pennsylvania, with reimbursement of expenses in- 
curred by Supply Corporation incident to its acquisition 
to the date of closing. 


2. Supply Corporation transfer and convey to Coalco, 
at the date of closing, ail of its right, title, and interest in 
and to its contract with Manor Real Estate Company in 
order that Coalco thereafter may acquire directly from 
Manor, at an estimated cost of $9,000,000, those titles 
not yet vested in Supply Corporation; 


3. Supply Corporation transfer to Consolidated the 
shares of common stock of Coalco received by it from 
Coalco. Consolidated, in exchange for the Coalco 
common stock will cancel a portion of Supply Corpora- 
tion’s long term indebtedness equal to the book value 
of the transferred properties multiplied by the ratio of 
Supply Corporation's long-term indebtedness to Con- 
solidated to the total net book value of Supply Corpora- 
tion properties ($7,500,000 at June 30, 1976), and 
Supply Corporation will declare and pay to Consoli- 
dated a dividend in kind of the common stock of 
Coalco, amounting to the difference between the basis 
of Coalco common stock to Supply Corporation and 
Consolidated’s cancellation of long-term indebtedness 
($6,465,000 at June 30, 1976). 


In addition to the foregoing proposals, Consolidated proposes 
to purchase for cash from Coaico, 80,000 shares of its 
common stock, $100 par value, aggregating $8,000,000, from 
time to time to May 31, 1977. Coalco would use the proceeds 
from the sale of such shares principally for the installment 
purchase of coal titles from Manor Real Estate Company in 
accordance with the agreements to be assigned by Supply 
Corporation to Coaico, the purchase of coal titles from other 
parties, and the conduct of the coal reserve program. 


No State commission and no Federal commission, other than 
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this Commission, has jurisdiction over the proposed transac- 
tions. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 19727), and no hearing has been 
requested of or ordered by the Commission. Upon the basis 
of the facts in the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are satisfied 
and that no adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that said application-declaration, as 
amended, be granted and permitted to become effective. 


IT |S ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that said application-declaration, as 
amended, be, and it hereby is, granted and permitted to 
become effective forthwith, subject to the terms and condi- 
tions prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19793/December 3, 1976 


In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 

COLUMBIA LNG CORPORATION 

COLUMIBA GAS DEVELOPMENT CORPORATION 
COLUMBIA GAS SYSTEM SERVICE CORPORATION 
20 Montchanin Road 

Wilmington, Delaware 19807 


COLUMBIA GAS TRANSMISSION CORPORATION 
1700 MacCorkle Avenue, S.E 
Charleston, West Virginia 25314 


COLUMBIA GAS OF OHIO, INC. 
COLUMBIA GAS OF KENTUCKY, INC. 
COLUMBIA GAS OF VIRGINIA, INC. 
COLUMBIA GAS OF WEST VIRGINIA, INC. 
COLUMBIA GAS OF PENNSYLVANIA, INC. 
COLUMBIA GAS OF NEW YORK, INC. 
COLUMBIA GAS OF MARYLAND, INC. 

99 North Front Street 

Columbus, Ohio 43215 


COLUMBIA GULF TRANSMISSION COMPANY 
3805 West Alabama Avenue 
Houston, Texas 77027 


COLUMBIA HYDROCARBON CORPORATION 


THE INLAND GAS COMPANY, INC. 
340 - 17th Street 
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Ashland, Kentucky 41101 
(70-5944) 


NOTICE OF PROPOSED OPEN ACCOUNT ADVANCES 
TO SUBSIDIARY COMPANIES BY PARENT COMPANY IN 
CONNECTION WITH INTRASYSTEM PREPAYMENT OF 
PROMISSORY NOTES AND RELATED TRANSACTIONS 


NOTICE IS HEREBY GIVEN that The Columbia Gas Sys- 
tem, Inc. (“Columbia”), a registered holding company, and its 
wholly-owned subsidiary companies listed above, have filed 
an application-deciaration with this Commission pursuant to 
the Public Utility Holding Company Act of 1935 (‘Act’), 
designating Sections 6(a), 6(b), 9, 10, and 12(b) of the Act 
and Rules 42(b)(2) and 45 promuigated thereunder as appli- 
cable to the proposed transactions. All interes “ae persons are 
referred to the application-declaration, which is summarized 
below, for a complete statement of the proposed transac 
tions. 





It is stated that during the winter heating season Colum! 
distribution subsidiary companies generate subs 
amounts of cash in excess of current requiremenis. ne 
the same period, however, the transmission subsidiary com 
panies generate lesser amounts of cash and have generally 
larger construction expenditures, requiring Columbia to ad- 
vance funds to such subsidiary companies. In recent years, 
the Commission has authorized open account advances by 
Columbia to subsidiary companies and certain related trans- 
actions which are designed to alleviate this situation. The 
present filing requests authorization to continue such transac- 
tions during the calendar year 1977. 








It is proposed that the subsidiary companies listed below will 
prepay from time to time prior to the end of 1977, with excess 
cash in aggregate amounts not to exceed the amounts set 
forth below, a portion of their outstanding installment promis- 
sory notes (“Notes”) held by Columbia. The following 
amounts represent the estimated aggregate maximum ex- 
cess funds that such companies are expected to accumulate 
at any one time during the year 1977: 


Columbia Gas System Service Corporation 
Columbia Gas Transmission Corporation 
Columbia Gas of Pennsylvania, Inc 
Columbia Gas of New York, Inc 


$ 3,000,000 
250,000,000 
30,000,000 
5,000,000 


Columbia Gas of Maryland, Inc. 4,000,000 
Coiumbia Gas of Kentucky, Inc. 6,000,000 
Columbia Gas of Virginia, Inc. 3,000,000 


Columt 





Gas of West Virginia, Inc. 
Gas of Ohio, Inc. 
Gulf Transmission Company 


20,000,000 
75,000,000 
40,000,000 





Columbia H 


Hydrocarbon Corporation 3,854,000 
The inland Gas Company, Inc. 3,200,000 
Columbia LNG Corporation 61,000,000 


Columbia Gas Development Corporation 31,500,000 


Total $535,554 ,000 
The Notes (“Indebtedness”) prepaid by the individual compa- 
nies will be those bearing the highest interest rate or rates 
outstanding at the time of each prepayment. Interest on such 
Indebtedness will cease upon prepayment and recommence 
upon reissuance. As any of such companies require funds for 
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- construction and other corporate purposes after prepayment, 


it is proposed that advances be made to them on open 
ccount by Columbia, provided that at no time will the amount 
of such advances to any subsidiary exceed the amount of 
Indebtedness theretofore prepaid by it, less any current 
maturities applicable to prepaid Notes which would have 
matured subsequent to the date of prepayment. 


The open account advances to any subsidiary company will 
bear interest commencing on the date of the advances, at the 
same rate or rates as borne by the equivalent principal 
amounts of Indebtedness previously prepaid by it during 
1977, but in reverse order to that of the prepayments, i-e., 
beginning from the lowest rate payable on the Indebtedness 
previously prepaid to the highest rate. Interest on the open 
account advances will become due on June 30, 1977, and 
December 31, 1977, and/or on the date such advances are 
repaid by the issuance of Notes. It is further proposed that 
advances on open account to individual subsidiary compa- 
nies will be increased or decreased from time to time in 
accordance with variations in the cash flow of the individual 
subsidiary companies. The proposed advances will not be in 
excess of the Indebtedness prepaid theretofore. At such time 
as the advances to any subsidiary company equa! the 
aggregate amount of the Indebtedness prepaid by it, or in any 
event not later than December 31, 1977, such prepaid 
Indebtedness will be reinstated in repayment of the outstand- 
ing open account advances. 


Financing of construction or gas storage programs of any 
operating subsidiary company pursuant to Commission au- 
thorization will not be consummated until such time as 
advances have been made in amount equal! to the amount of 
Indebtedness prepaid. Any subsidiary company which during 
1977 has borrowed on open account from Columbia an 
amount smailer than the amount of Indebtedness theretofore 
prepaid by it will, on December 31, 1977, reinstate its 
Indebtedness ‘to Columbia in an amount sufficient to dis- 
charge its open account borrowings, and the balance of its 
prepaid Indebtedness will be considered to have been per- 
manently prepaid. Such permanent prepayment would be 
applied against Indebtedness bearing the highest interest 
rates and would be consummated only with respect to 
Indebtedness bearing interest at a rate equal to or in excess 
of the rate applicable to borrowings by subsidiary companies 
from Columbia as of December 31, 1977. In the event that a 
permanent prepayment by any subsidiary company would be 
indicated with respect to Notes bearing an interest rate less 
than the rate applicable to debt purchased by Columbia from 
subsidiary companies at December 31, 1977, such Notes will 
be reissued by the subsidiary company at or before the end 
of 1977. 


lt is stated that the proposed transactions are designed to 
achieve the following: (1) flexibility to prepay at the earliest 
possible date inventory loans with commercial banks and 
other short-term borrowings, (2) deferment of outside financ- 
ing until aggregate system funds approach a minimum bal- 
ance, (3) facilitate the internal financing of emergency re- 
quirements, and (4) allow subsidiaries, during any period in 
which they have excess cash, to temporarily prepay Notes 
owed Columbia, thereby decreasing their own net corporate 
interest expense. 


Expenses to be incurred by Columbia and its subsidiary 


companies in connection with the proposed transactions are 
estimated at $5,000, including $2,250 for services, at cost, 
provided by Columbia Gas System Service Corporation. 


It is stated that the Public Service Commission of West 
Virginia has authorized the prepayment and reissuance of 
prepaid Notes by Columbia Gas of West Virginia, Inc., that 
the Public Service Commission of New York has authorized 
the reissuance of prepaid Notes by Columbia Gas of New 
York, Inc., that the Public Service Commission of Kentucky 
has authorized the reissuance of prepaid Notes by Columbia 
Gas of Kentucky, Inc., and that the State Corporation Com- 
mission of Virginia has authorized the reissuance of prepaid 
Notes by Columbia Gas of Virginia, Inc. It is represented that 
no other State or Federal commission, other than this Com- 
mission, has jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than December 29, 1976, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said application-declaration which he 
desires to controvert; or he may request that he be notified 
should the Commission order a hearing in respect thereof. 
Any such request should be addressed: Secretary, Securities 
and Exchange Commission, Washington, D. C. 20549. A 
copy of such request should be served personally or by mail 
upon the applicants-declarants at the above-stated ad- 
dresses, and proof of service (by affidavit or, in case of an 
attorney at law, by certificate) should be filed with the request. 
At any time after said date, the application-declaration, as 
filed or as it may be amended, may be granted and permitted 
to become effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as pro- 
vided in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered will 
receive any notices and orders issued in this matter, including 
the date of the hearing (if ordered) and any postponements 
thereof 


For the Commission, by the Division of Corporate Regulation, 
pursuant to delegated authority 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Reiease No. 19794/December 6, 1976 


Admin. Proc. File No. 3-4026 


In the Matter of 


AMERICAN ELECTRIC POWER COMPANY, INC. 
2 Broadway 
New York, New York 10004 
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MICHIGAN POWER COMPANY 
MICHIGAN NATURAL GAS COMPANY 
100 South Main 

Three Rivers, Michigan 49093 


(70-4389, 70-5213, 54.255) 


NOTICE OF PROPOSED SECTION 11(e) PLAN TO RE- 
DEEM PREFERRED STOCK AND PROPOSED BANK 
BORROWINGS 


NOTICE IS HEREBY GIVEN that American Electric Power 
Company, inc. (“AEP”), a registered holding company, and 
its subsidiary gas and electric utility companies, Michigan 
Power Company (“MPC”) and Michigan Natural Gas Com- 
pany (“Gas Company’), have filed a plan (“Plan”) with this 
Commission pursuant to Section 11(e) and other applicable 
provisions of the Public Utility Holding Company Act of 1935 
(“Act”) and rules promulgated thereunder relating to the 
eventual disposition of the MPC gas utility properties. The 
plan, originally filed in 1972, has been amended, most 
recently on October 12 and 22 1976. All interested persons 
are referred to the plan, as amended, which is summarized 
below, for a complete statement of the proposed transac- 
tions. 


By order dated July 24, 1967 (43 S.E.C. 407) in file 70-4389 
(Admin. Proc. File No. 3-637), AEP was authorized to acquire 
all of the outstanding common stock of MPC (then known as 
Michigan Gas and Electric Company), and seil the gas assets 
of MPC to Michigan Gas Utilities Company (“MGU"), a gas 
utility company not affiliated with AEP, pursuant to a contract 
which it had made with MGU. 


In order to effect the transfer of the gas properties, AEP was 
authorized to organize Gas Company (formerly known as 
MacLane Gas Company). AEP intended to transfer the gas 
assets of MPC to Gas Company and then to sell Gas 
Company to MGU. AEP also proposed to redeem the MPC 
preferred stock at the voluntary redemption prices of $102 
and $100 per share for the 4.40% and 4.90% series, 
respectively. The organization of Gas Company, the transfer 
of the gas assets to it and the sale of the Gas Company to 
MGU, along with the proposed redemption of the MPC 
preferred, was authorized by Commission order dated Octo- 
ber 25, 1968 (HCAR No. 16198). 


By letter dated August 21, 1969, AEP advised the Commis- 
sion that AEP and MGU had cancelled their agreement 
because MGU was unable to obtain financing necessary to 
acquire the gas properties. MPC has retained its gas busi- 
ness and its perferred stock has not been redeemed. Gas 
Company has remained an inactive subsidiary of AEP. 


In June 1972 AEP, MPC and Gas Company filed a new plan 
under Section 11(e) of the Act which proposed the transfer of 
the gas properties to Gas Company which would be a direct 
subsidiary of AEP until a purchaser could be found for it or its 
assets. The 1972 plan also proposed to redeem the MPC 
preferred, but stated that AEP believed that payment of 
$70.00 and $85.00 per share to the 4.40% and 4.90% 
preferred, respectively, rather than the voluntary redemption 
prices would be fair and equitable under Section 11(e) of the 
Act. 
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Objections were filed with the Commission by and on behalf ij 
of preferred stockholders. The shareholders generally con- 
tended that they were (and are) entitled to receive the 
optional redemption prices per share specified by MPC’s 

articles of incorporation. 


Attempis by AEP to find a buyer for the gas properties during 
the proceeding were authorized (HCAR No. 18700, June 16, 
1975, HCAR No. 18119, October 10, 1973). AEP did not | 
obtain a purchaser and did not request further extension of 
such authorization on its expiration December 17, 1973. Its 
present proposal merely indicates an intention to seek a 
buyer. 


MPC's March 31, 1976, balance sheet may be summarized 
as follows: 


$ 9,647 Bank Loan and 
Current Maturity $ 5,500 


Current Assets 
Electric Plant— 





Net 19,853 Other Current 

Gas Plant—Net 25,076 Liabilities 6,615 | 

Other property 86 Long Term Debt 1,550 

Deferred Debts 528 Advances from 
AEP 8,750 
Liabilities $22,415 
Deferred Credits 7,765 | 
Preferred Stock 15h: | 
Common Equity 23,493 | 
Liabilities and ea 

Assets $55,190 Equity $55,190 


Its principal bond series matured June 1, 1976, and has been 
paid with the aid of bank borrowing. The preferred stock 
consists of 14,000 shares of 4.40% and 1,062 shares of 
4.90% preferred with an aggregate voluntary redemption | 
price of $1,534,200. Preferred dividends have been paid 

currently. 


AEP and MPC have amended in 1972 plan. It sets forth 
several steps toward the ultimate disposition of the gas 
properties. Only the first two cal! for immediate consideration 
and are the subject of this notice. 


Part | of the plan, which is independent of any other part of 
the plan, is dependent upon a finding by the Commission 
pursuant to Section 11(e) of the Act that the voluntary 
redemption of the preferred stock of MPC, as proposed, is 
necessary to effectuate the provisions of subsection (b) of 
Section 11 of the Act and is fair and equitable to all of the 
persons affected by the plan, including the shareholders of 
MPC and AEP. 


Within thirty days after the Commission order approving the 
redemption of the preferred stock, MPC will issue a notice of 
the voluntary redemption of the preferred stock at $102 per 
share for the 4.40% series and $100 per share for the 4.90% 
series, plus, in each case, an amount equal\to accrued 
unpaid dividends to the date specified for the redemption. 
The notice will specify a date of redemption not less than 
thirty nor more than forty days from such notice. Prior to the 
redemption date, MPC will irrevocably deposit with a bank or 
trust company an amount equal to the aggregate redemption 
prices of the preferred stock. 
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Part Il of the plan provides for borrowing by MPC of up to $7 
million from National Bank of Detroit (“bank”), to refund its 
short term debt, of which $4 million was outstanding at 
September 30, 1976, to provide about $1.5 million to redeem 
the preferred stock, or to reimburse its treasury for such 
redemption and to pay part of MPC’s 1977 construction 
ring budget, estimated at $2.7 million. 





16, 
not | The borrowings are to be made under a bank loan agree- 
rof | ment, to be dated December 1, 1976, which will authorize 


Its MPC to borrow from time to time unti] December 1, 1978 not 
ka more than $7 million at any one time outstanding on unse- 
cured promissory notes maturing December 31, 1983. How- 
ever, at least $2 million is to be prepaid by the end of 1981 
zed and $2 million by the end of 1982. Notes may be prepaid, in 
whole or in part, at any time without penalty. 


The notes will bear interest at the prime rate through 1978, 
and the prime rate plus a premium of 1/4% in the calendar 





years 1979-1980 and 1/2% in the calendar years 1981-1983. 
515 | A committment fee at the rate of '/2% per annum will be paid 

' on the unborrowed balance of the $7 million, but MPC has 
250 the right to reduce permanently the committment at any time. 
ie | A compensating balance of 15% of the amount committed is 
765 to be maintained with the bank during the first two years of 
517 the loan agreement, and of 15% of the amount borrowed 
193 | during the balance of the term. Assuming for illustration, a 

| prime rate of 6%/4% and that the full amount is borrowed, the 
190 effective cost of money would be 7.95% during the first two 


years, 8.25% during the next two years, and 8.50% there- 
after. 


een ¢ The bank loan agreement prohibits MPC from creating any 
ock W other debt, except short term debt of not more than 10% of its 
sof | capitalization. The indebtedness to the bank would become 
tion due, at the bank's election, if MPC is ordered to divest its gas 


aid or electric properties. 

NOTICE IS FURTHER GIVEN that any interested person 
orth may, not later than December 29, 1976, request in writing 
Jas that a hearing be held on such matter, stating the nature of 
ion his interest, the reasons for such request, and the issues of 

fact or law raised by said Plan, as amended, which he 

desires to controvert; or he may request that he be notified if 
t of the Commission should order a hearing thereon. Any such 
ion request should be addressed: Secretary, Securities and 
ary Exchange Commission, Washington, D.C. 20549. A copy of 
is such request should be served personally or by mail upon the 
of applicants at the above-stated addresses and proof of service 
the (by affidavit or, in case of an attorney at law, by certificate) 
of should be filed with the request. At any time after said date, 
the Plan, as amended, or as it may be further amended, may 
be approved or the Commission may take such other action 
the as it may deem appropriate. Persons who request a hearing 
of or advice as to whether a hearing is ordered will receive any 
ber notices and orders issued in this matter, including the date of 
1% the hearing (if ordered) and any postponements thereof. 
ied 
on. IT iS ORDERED that the Secretary of the Commission shall 
an serve notice of such plan by mailing a copy of this notice to 
he AEP, MPC and Gas Company, to the Federal Power Com- 
or mission and to the Michigan Public Service Commission; and 
on counse! who have filed objections on behalf of preferred 
stockholders. 








For the Commission, by the Division of Corporate Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19795/December 6, 1976 


In the Matter of 


CENTRAL AND SOUTH WEST CORPORATION 
P. O. Box 1631 
Wilmington, Delaware 19899 


CENTRAL POWER AND LIGHT COMPANY 
P. O. Box 2121 
Corpus Christi, Texas 78403 


SOUTHWESTERN ELECTRIC POWER COMPANY 
P. O. Box 21106 
Shreveport, Louisiana 71156 


PUBLIC SERVICE COMPANY OF OKLAHOMA 
P. O. Box 201 
Tulsa, Oklahoma 74102 


WEST TEXAS UTILITIES COMPANY 
P. O. Box 841 
Abilene, Texas 79604 


CSR SERVICES, INC. 
One Main Place-Suite 2700 
Dallas, Texas 75250 


(70-5930) 


NOTICE OF PROPOSED ISSUE AND SALE OF SHORT- 
TERM NOTES TO BANKS AND/OR COMMERCIAL PAPER, 
LOANS BY PARENT TO SUBSIDIARIES AND BETWEEN 
SUBSIDIARIES AND REQUEST FOR EXCEPTION FROM 
COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Central and South West 
Corporation (‘C"), a registered holding company, and five of 
its subsidiary companies, Central power and Light Company 
(“CPL”), CSR Services, Inc. (“CSR’), Southwestern Electric 
Power Company (“SWEPCO”), West Texas Utilities Com- 
pany (“WTU"), and Public Service Company of Oklahoma 
(‘PSO’) (collectively, the “subsidiaries”), have filed an appli- 
cation-declaration, and an amendment thereto, with this 
Commission pursuant to the Public Utility Holding Company 
Act of 1935 (‘Act’), designating Sections 6, 7, 9(a), 10, 12(b) 
and 12(f) thereof and Rules 43 and 45 promulgated thereun- 
der as applicable to the proposed transactions. All interested 
persons are referred to the application-declaration, as 
amended, which is summarized below, for a complete state- 
ment of the proposed transactions. CSW and the subsidiaries 
propose to establish a system money pool (“money pool’) to 
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coordinate their short-term borrowings. The money pool is to 
be composed from time to time of funds from any one or 
more of the following sources: (i) surplus funds of CSW, (ii) 
surplus funds of any of the subsidiaries, (iii) borrowings by 
CSW or the subsidiaries from banks and (iv) proceeds of 
CSW’s sales of commercial paper. 


CSW proposes to administer the money pool by matching up, 
to the extent possible, short-term cash surpluses and loan 
requirements of CSW and the various subsidiaries. The 
determination of whether a subsidiary or CSW at any time 
surplus funds to lend will be made by their respective 
treasurers or other chief financial officers on the basis of cash 
flow projections. Subsidiary requests for short-term loans 
would be met first from surplus funds of the other subsidiaries 
which are available to the money pool for this purpose. To the 
extent the subsidiaries’ surplus funds are inadequate to fulfill 
the subsidiaries’ requests for short-term loans, loans would 
be made out of CSW’s corporate funds to the extent availa- 
ble. Each borrowing by a subsidiary would be made pro rata 
from each lending source so that each lender's available 
surplus funds over the total available surplus funds in the 
money pool. 


To the extent that CSW’s corporate funds and subsidiary 
contributions of surplus funds to the money pool are inade- 
quate to meet subsidiary requests for short-term loans, CSW 
and the subsidiaries request authorization to make borrow- 
ings outside the system. Details of these proposed borrow- 
ings are summarized further below. The interest rate applica- 
ble to all loans of surplus funds through the money pool will 
be the rate published in the Wall Street Journal for commer- 
cia! paper placed directly by a major finance company and 
having a term most nearly equal to the term of the particular 
money pool loan in question. The interest rate applicable to 
funds borrowed by CSW from external sources and loaned 
through the money pooi will be equal to CSW’s net cost for 
the external borrowings. No loan will be made by CSW or a 
subsidiary if the borrowing subsidiary could borrow more 
cheaply directly from banks or through the sale of its own 
commercial paper. 


To the extent that CSW’s corporate funds and subsidiary 
contributions of excess funds to the money pool are inade- 
quate to fulfill the subsidiaries’ requests for short-term loans, 
short-term borrowings will be made from outside the system. 
CSW therefore requests authorization for the issuance and 
sale of its commercial paper in an aggregate face amount of 
not to exceed $115,000,000 outstanding at any one time to A. 
G. Becker & Co., Inc. (‘Becker’). The proceeds from the sale 
of commercial paper would be added to CSW’s treasury 
funds and would be loaned by CSW through the money pool 
from time to time, or invested in, its subsidiaries. 


The commercial paper notes will have varying maturities of 
not more than nine months from the date of issue, exclusive 
of days of grace, will be in varying denominations of not less 
than $25,000 and not more than $1,000,000 each, and may 
be issued and sold by CSW from time to time through June 
30, 1978. Such notes will be issued and sold by CSW directly 
to Becker at a discount rate which will not be in excess of the 
discount rate per annum prevailing at the time of issuance for 
commercial paper of comparable quality and maturity sold by 
issuers thereof to commercial paper dealers and at an 
interest cost which will not exceed the effective cost of money 
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for unsecured prime commercial bank loans prevailing on the | 


date of issue of such commercial paper. 


The commercial paper will be reoffered to not more than 200| ({ 
identified and designated customers in a list prepared in 7 
advance by Becker. CSW’s commercial paper notes are 
expected to be held by customers to maturity, except that if 
customers wish to sell such notes prior thereto, Becker, 
pursuant to oral repurchase agreements, will repurchase | 
such notes and reoffer the same to others in the group of 200 | 
customers. 


In the event that borrowings from banks at the prime rate of 
intere t would produce a lower cost of money to CSW than 
the issue of its commercial paper, and to the extent that funds 
in the system money pool are insufficient to meet the 
subsidiaries’ requests for short term loans, CSW and the 
subsidiaries propose to borrow from banks from time to time 
prior to July 1, 1978, an amount not to exceed $102,020,000 
at any one time outstanding. The outstanding notes to banks, 
together with the principal amount of CSW’s outstanding 
commercial paper issued to Becker, shall not exceed 
$115,000,000 at any one time. 


CSW and the subsidiaries propose to issue from time to time 
promissory notes to evidence such borrowings from banks. 
Each of such notes will be dated the date each borrowing is 
made, will mature on a date not more than twelve months 
from the date thereof, will bear interest from the date thereof 
to maturity at an interest cost which will not exceed the prime 
rate of interest prevailing at such bank, and will be subject to 
prepayment in whole at any time or in part from time to time, 
without premium or penalty. 


It is stated that there are no compensating balance arrange- 
ments in effect with the banks. It is also stated that it is 
informally understood that if substantial borrowings are made 
under lines of credit established with the banks, cash bal- 
ances on deposit may be materially increased. Assuming 
these cash balances equal 20% of the loans and a prime rate 
of 61/2%, the effective interest rate on bank borrowings would 
be 81/4%. 


The lending of funds through the money pool to the subsidi- 
aries would occur in varying amounts from time to time prior 
to July 1, 1978. The maximum aggregate principal amount of 
borrowings by each of the subsidiaries would be as follows: 


Maximum Principal 
Amount of Loans To Be 


Subsidiary Outstanding 
CPL $60,600,000 
PSO $50,665,000 
SWEPCO $44,500,000 
WTU $15,000,000 
CSR $ 1,000,000 


Loans to the subsidiaries could be made pursuant to open 
account advances, although any lender would at all times be 
entitled to receive upon demand a promissory note evidenc- 
ing the transaction. In the case of loans from CSW, the note 
would mature not more than one year from the date of the 








borrowing and be prepayable in whole or in part at any time 
without premium or penalty. In the case of a loan from a 
subsidiary, the note would mature no later than the earlier of 
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(a) the date of the borrower could be expected to obtain 
funds with which to pay the note or (b) the date the lender 
would require the excess funds for iis own use. The notes will 
also be repayable upon demand by the lender. 


Proceeds of the borrowings will be used by the subsidiaries 
(other than CSR) to provide temporary financing for a part of 
the costs of the capital programs of such subsidiaries for the 
years 1977 and 1978. Those capital programs are estimated 
to have the following costs: 


1977 1978 
CP&L $ 22,105 $261,045 
PSO $144,608 $230,595 
SWEPCO $100,245 $ 94,527 
WTU $ 43,508 $ 53,633 


Loans to CSR would be used to provide for temporary needs 
for working capital in excess of CSR’s $100,000 capitalization 
from time to time prior to reimbursement of CSR's costs by 
the other subsidiaries and CSW. 


CSW requests exemption from the competitive ‘bidding re- 
quirements of Rule 50 under the Act in connection with the 
proposed issuance of commercial paper pursuant to para- 
graph (a)(5)(B) thereof. 


It is stated that no state commission or federal commission, 
other than this Commission, has jurisdiction over the pro- 
posed transaction. Fees and expenses to be incurred in 
connection with the proposed transaction are estimated at 
$14,500, including legal fees of $1,500 and rating agency 
fees for commercial paper (based upon an 18-month alloca- 
tion) of $10,500. ; 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than December 29, 1976, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, and reasons for such request, and the issues of 
fact or law raised by said application-declaration, as 
amended, which he desires to controvert; or he may request 
that he be notified if the Commission should order a hearing 
thereon. Any such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, D.C. 
20549. A copy of such request should be served personally 
or by mail upon the applicants-declarants at the above-stated 
addresses and proof of service (by affidavit or, in case of an 
attorney at law, by certificate) should be filed with the request. 
At any time after said date, the application-declaration, as 
amended, or as it may be furtier amended, may be granted 
and permitted to become effective as provided in Rule 23 of 
the General Rules and Regualtions promulgated under the 
Act, or the Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered will 
receive any notices and orders issued in this matter, including 
the date of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate Regulation, 
pursuant to delegated authority 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19796/December 6, 1976 


Administrative Proceeding File No. 3- 
In the Matter of 


UNION ELECTRIC COMPANY 
One Memorial Drive 
St. Louis, Missouri 63102 


MISSOURI UTILITIES COMPANY 
400 Broadway 
Cape Girardeau, Missouri 63791 


(54-253) 


NOTICE OF FILING OF AND ORDER FOR HEARING ON 
PLAN FILED PURSUANT TO SECTION 11(e); NOTICE OF 
AND ORDER INSTITUTING PROCEEDINGS AND DIRECT- 
ING HEARING PURSUANT TO SECTION 11(b)(2); AND 
ORDER CONSOLIDATING SUCH PROCEEDING. 


NOTICE IS HEREBY GIVEN that Union Electric Company 
(“Union”), a registered holding company, has filed an 
amended plan with this Commission pursuant to Section 
11(e) of the Public Utility Holding Company Act of 1935 
(“Act”) providing for the retirement by Union of the publicly- 
held shares of common stock of Missouri Utilities Company 
(“MU”), a public utility subsidiary. All interested persons are 
referred to the amended plan, which is summarized below, 
for a complete description of the proposed transaction. 


By order dated April 10, 1974, HCAR No. 18368, Union was 
authorized to tender shares of its common stock in exchange 
for shares of the common stock of MU. Pursuant to to the 
terms of the exchange offer, Union tendered 1.1 shares of its 
own common stock for each share of MU. As a result of the 
tender, which terminated March 27, 1975, Union acquired 
722,829 shares (or 98.88%) of the 730,995 outstanding 
shares of MU’s stock. The remaining 8,166 shares of MU 
common stock are still held by members of the general 
public. The amended plan provides for the issuance by Union 
of its shares of common stock, par value $5 per share, 
through an exchange gent, in exchange for the publicly-held 
shares of MU’s common stock on the basis of 1.1 shares of 
Union common stock for each share of MU common stock. 
No certificates for fractional common shares of Union com- 
mon stock will be issued. Any holder of shares of MU 
common stock who would otherwise be entitled to a fractional 
Union common share may dispose of such fractional share 
interest through the exchange agent or he may purchase 
through the exchange agent any available fractional share 
interest sufficient to entitle him to an additional full Union 
common share. If an alternative is not designated, any 
fractional share interest will be disposed of. The exchange 
agent will, to the extent possible, utilize the pool of Union 
common shares in its possession to complete the orders and, 
to the extent necessary, will make sales and purchases of 
Union common stock on the New York Stock Exchange. 
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Fractional shares are to be acquired and disposed of at an 
established price equal to the closing price on the New York 
Stock Exchange for common shares of Union on the busi- 
ness day preceding the date on which the shares of MU 
common stock were mailed to or personally delivered to the 
exchange agent. If the exchange agent must sell or purchase 
common stock of Union at a price different from the estab- 
lished price in order to complete a fractional share transac- 
tion, Union will bear the loss of or receive the gain from such 
sale or purchase. Union will pay the cost and expenses for 
this service; there will be no charge to the MU common 
shareholders. 


The pian will become effective on a date set by Union 
(“effective date”), which date shall be as soon as practicable 
after the entry of an order by a District Court of the United 
States approving and enforcing the plan. On that date, the 
public holders of MU’s common stock will cease to have any 
rights as shareholders of MU and, upon the surrender of their 
stock certificates, will be entitled to receive only the common 
shares of Union, any dividend payments thereon (less taxes 
imposed or paid in respect thereof) and their portion of the 
proceeds from the sale of fractional shares of MU. At the 
expiration of five years from the effective date (“expiration 
date”), Union and MU will be entitled, with approval of the 
Commission, to apply to the District Court having jurisdiction 
for a further order finding that Union has made all reasonable 
efforts to locate holders of unexchanged shares of MU’s 
common stock and ordering that neither Union nor MU shall 
have any further obligation to solicit the surrender of any 
unsurrendered certificates. Thereafter, until the fifteenth anni- 
versary of the effective date, holders of unexchanged certifi- 
cates of MU common stock may surrender such certificates 
to the exchange agent and receive certificates for common 
stock of Union to which they are entitled under the plan. 


At the end of fifteen years from the effective date of the plan, 
public holders of common stock of MU who have not 
surrendered their certificates will cease to have any rights or 
claims against Union or MU; and all such certificates will be 
null and void and of no further force or effect. 


The carrying out of the plan is subject to all necessary 
approvals by the Commission under the Act and to the 
approval and enforcement of the plan by a District Court of 
the United States having jurisdiction as fair and equitable and 
as appropriate to effectuate the provisions of Section 11 of 
the Act. 


i. 


The Act requires that each registered holding company and 
each subsidiary company thereof take such steps as the 
Commission finds to be necessary in order to insure that the 
corporate structure or continued existence of any company in 
ihe holding company system does not unduly or unnecessar- 
ily complicate the structure or unfairly or inequitably distribute 
voting power among those holding securities in the sysiem. 
Union has now filed under the Act for the limited purpose of 
bringing the corporate structure of the Union system into 
conformity with the provisions of Section 11(b)(2) of the Act. 
The application filed by Union and MU must be examined in 
light of the corporate structure of the system: 
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1. Union, a Missouri corporation is a combination gas 
and electric utility company, as well as a holding 
company exempted, pursuant to Section 3(a)(2), from 
registration by orders of the Commission, 40 SEC 1072 
(1960), HCAR No. 18368, (April 10, 1974). Union 
serves electric utility customers in Missouri, ILlinois and 
lowa and natural gas customers in Illinois. In addition, it 
furnishes steam heating service to a section of St. 
Louis. As of July 31, 1976, Union’s corporate net plant 
was $1,847,917,000 and its corporate operating reve- 
nues (after intercompany eliminations) for the twelve 
months ended July 31, 1976 were $632,366,000. As of 
July 31, 1976 it had outstanding 40,742,659 shares of 
common stock, $5 par value, and 3,958,595 shares of 
preferred stock, no par value, all of which are held by 
the public. On May 31, 1976, MU had 28,440 shares of 
preferred stock outstanding and Missouri Power & Light 
Company, another subsidiary of Union, had 60,000 
shares of its preferred stock outstanding. | 


2. Union has, in addition to MU, three other subsidiary 
utility companies. It owns all of the common stock of 
Missouri Power & Light Company and Missouri Edison 
Company, both gas and electric utility companies oper- 
ating within Missouri. Union, as one of four sponsoring 
utility companies, owns 40% of the outstanding capital 
stock of Electric Energy, Inc., an electric utility company 
operating in Illinois. Union also owns all of the capital 
stock of Union Colliery Company, a nonutility subsidi- 
ary. 


3. MU, a Missouri corporation, is a gas and electric 
company operating solely within Missouri. The com- 
pany also supplies water service to the residents of 
Cape Girardeau, Missouri. As of July 31, 1976, MU’s 
net plant was $54,106,000, and its operating revenues 
(after intercompany eliminations) for the twelve months 
then ended were $38,000,000. 


It being the duty of the Commission, pursuant to Section 
11(b)(2) of the Act, to require by order, after notice and 
opportunity for hearing, that each registered holding company 
and each subsidiary company thereof take such steps as the 
Commission shall find necessary to ensure that the corporate 
structure or continued existence of any company in a holding- 
company system does not, among other things, unfairly or 
inequitably distribute voting power among security holders of 
such holding-company system; and 


The Commission being required by the provisions of Section 
11(e) of the Act, before approving any plan filed thereunder, 
to find, after notice and opportunity for hearing, that such 
plan, as submitted or as modified, is necessary to effectuate 
the provisions of Section 11(b) and is fair and equitable to the 
persons affected thereby; and 


The Commission deeming it appropriate that notice be given 
and a hearing held for the purpose of determining what action 
should be ordered under Section 11(b)(2) and for the purpose 
of ascertaining whether the plan should be approved; and 


It appearing that common issues of fact and law arise in 
connection with the Section 11(e) plan and in connection with 
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the issues involved under Section 11(b)(2), making it appro- 
priate that the two proceedings be consolidated and that 
Union and MU should be parties to the consolidated proceed- 
ings: 


IT IS HEREBY ORDERED: 


(a) That a proceeding be, and it hereby is, instituted in 
respect of Union and MU pursuant to Section 11(b)(2) of the 
Act. 


(b) That said proceeding be, and it hereby is, consolidated 
with the proceeding in connection with the Section 11(e) plan 
of Union. 


(c) That Union and MU be, and they hereby are, made 
parties to said consolidated proceeding. 


Upon the basis of a preliminary examination of the affairs and 
of the corporate structure of Union and MU and of a 
preliminary study of said plan of Union, the following matters 
and questions are presented for consideration at such hear- 
ing, without prejudice, however, to the presentation of addi- 
tional matters and questions upon further examination: 


1. Whether the voting power is unfairly and inequitably 
distributed among the holders of the capital stock of 
MU, and, if so, what steps, if any, are necessary and 
should be required to be taken to distribute fairly and 
equitably the voting power among such holders; 


2. Whether the plan of Union, as submitted or as it may 
be modified or amended, is necessary to effectuate the 
provisions of Section 11(b) of the Act; 


3. Whether the plan is fair and equitable to the persons 
affected thereby; 


4. Whether, in general, the transactions proposed in 
the plan satisfy the applicable provisions of the Act; 
and 


5. Whether the accounting entries proposed to be 
made in connection with the plan are proper and in 
accord with sound accounting principles. 


IT IS FURTHER ORDERED that a hearing in the consoli- 
dated proceeding be held, January 25, 1977, at ihe office of 
the Securities and Exchange Commission, 500 North Capital 
Street, N.W., Washington, D.C. 20549, in such room as may 
be designated on such date by the hearing room clerk. Any 
person desiring to be heard in connection with this proceed- 
ing or proposing to intervene therein shall file with the 
Secretary of the Commission, on or before December 30, 
1976, a written request relative thereto as provided in Rule 9 
of the Commission’s Rules of Practice. Persons filing an 
application to participate or be heard will receive notice of any 
adjournment of the hearing as well as other actions of the 
Commission involving the subject matter of these proceed- 
ings. 


IT 1S FURTHER ORDERED that a Administrative Law Judge, 
hereafter to be designated, shall preside at said hearing. The 
officer so designated is hereby authorized to exercise all the 


powers granted to the Commission under Section 18(c) of the 
Act and to a hearing officer under the Commission’s Rules of 
Practice. 


IT IS FURTHER ORDERED that at said hearing evidence 
shall be adduced with respect to the foregoing matters and 
questions. 


IT IS FURTHER ORDERED that jurisdiction be, and it hereby 
is, reserved to separate, in whole or in part, either for hearing 
or for disposition, any issues or questions which may arise in 
these proceedings and to take such other action as may 
appear conductive to an orderly, prompt, and economical 
disposition on of the matters involved. 


IT IS FURTHER ORDERED that the Secretary of the Com- 
mission shall serve notice of such hearing by mailing a copy 
of this notice and order by registered mail to Union and MU, 
and to the Federal Power Commission and the Missouri 
Public Service Commission; that Union mail a copy of this 
notice and order to all public holders of record of the capital 
stock of MU at least fifteen days prior to the date of hearing; 
and that notice of said hearing be given to all other interested 
persons by a general release of the Commission and by 
publication of this notice and order in the Federal Register. 


For the Commission, by the Division of Corporate Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19797/December 7, 1976 


In the Matter of 


THE NARRAGANSETT ELECTRIC COMPANY 
Providence, Rhode Island 


NEW ENGLAND POWER COMPANY 
Westborough, Massachusetts 


(70-5910) 


ORDER AUTHORIZING TRANSFER OF OWNERSHIP IN- 
TEREST IN GENERATING UNITS BETWEEN AFFILIATES 


The Narragansett Electric Company (‘Narragansett’) and 
New England Power Company (“NEPCO’), electric utility 
subsidiary companies of New England Electric System, a 
registered holding company, have filed a declaration pursuant 
to Section 12(f) of the Public Utility Holding Company Act of 
1935 (‘Act’) regarding the following proposed transaction. 


NEPCO, along with three other New England utilities not 


affiliated with NEPCO, has entered into an agreement under 
which NEPCO, as iead owner, proposes to construct two 
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nuclear electric generating units (“units”) at a site in Charles- 
ton, Rhode Island or at some alternate site. Rhode Island law 
requires that if a foreign utility (not organized in Rhode Island) 
exercises certain powers over a generating facility in Rhode 
Island and if that foreign utility has an affiliate operating in 
Rhode Island, the affiliated Rhode Island utility shall partici- 
pate in the ownership of the facility. Narragansett is a Rhode 
Island utility and therefore to comply with the statute, 
NEPCO, a Massachusetts utility, has transferred a 0.26 
ownership interest in the units to Narragansett. NEPCO and 
Narragansett seek authority under Section 12(f) of Act to 
make this transfer of the ownership interest. 


It is stated that Narragansett has paid NEPCO $57,190.53 for 
the transfer of the ownership interest. This consideration 
represents 0.26% of expenditures incurred with resect to the 
units, consisting of $32,930.08 for construction expenditures, 
$23,230.78 for nuclear fuel expenditures and $1,029.67 for 
expenditures related to the acquisition of the site for the units. 


The contract between Narragansett and NEPCO ragarding 
the transfer of ownership interest has been filed with the 
Rhode Island Division of Public Utilities and Carriers. No 
other state commission and no federal commission, other 
than this Commission, has jurisdiction over the transaction. 


Due notice of the filing of said declaration has been given in 
the manner prescribed in Rule 23 promulgated under the Act 
(HCAR No. 19749), and no hearing has been requested of or 
ordered by the Commission. Upon the basis of the facts in 
the record, it is hereby found that the applicable standards of 
the Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors and 
consumers that said declaration be permitted to become 
effective: 


IT 1S ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that said declaration be, and it 
hereby is, permitted to become effective forthwith. 


For the Commission, by the Division of Corporate Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19798/December 7, 1976 


In the Matter of 


NATIONAL FUEL GAS COMPANY 
New York, New York 


(70-5922) 
ORDER AUTHORIZING AMENDMENTS OF CERTIFICATE 


OF INCORPORATION AND SOLICITATION OF PROXIES 
IN CONNECTION THEREWITH 
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National Fuel Gas Company (‘National’), a registered hold- i 


ing company, has filed a declaration and amendments 
thereto with this Commission pursuant to Sections 6(a), 7, 
and 12(e) of the Public Utility Holding Company Act of 1935 
(“Act”) and Rules 62 and 65 promulgated thereunder regard. 
ing the following proposed transactions. 


National's Certificate of Incorporation presently authorizes 
6,000,000 shares of common stock of which 5,122,515 
shares are currently issued and outstanding. National pro- 
poses to amend its Certificate of Incorporation to increase the 
number of authorized shares of common stock from 
6,000,000 shares to 9,500,000 shares to provide a reasona- 
bie number of authorized but unissued shares of common 
stock for the purposes stated below. National believes that it 
is in the best interests of the company to have shares 
available for such purposes as obtaining equity capital, 
acquisitions, mergers, stock splits, or stock dividends. At the 
present time, National has no plans or arrangements for the 
issuance of any additional shares of common stock. 


National also proposes to amend its Certificate of Incorpora- 
tion to bring it into conformity with the current provisions of 
the New Jersey Business Corporation Act (“New Jersey Act’) 
so that the affirmative vote of a majority (rather than two- 
thirds) of the votes cast is needed to amend the Certificate of 
incorporation, approve mergers or consolidations, approve 
sales, leases, exchanges, or other disposition of all or 
substantially all of the assets of the company, and to dissolve 
the company. 


National intends to submit the preceding proposals for con- 
sideration and adoption by the stockholders at the annual 
meeting of stockholders to be held on or about January 27, 
1977. To effect such amendments to the Certificate of 
Incorporation, approval by two-thirds of the votes cast by 
holders of National's outstanding common stock will be 
necessary. Nationa! proposes to solicit proxies from its com- 
mon stockholders in connection with the proposed amend- 
ments. 


The fees and expenses to be incurred in connection with the 
proposed transactions aggregate $52,700, including legal 
fees of $7,000. No State or Federal commission, other than 
this commission, has jurisdiction over the proposed transac- 
tions. 


Due notice of the filing of the declaration has been given in 
the manner prescribed in Ruie 23 promulgated under the Act 
(HCAR No. 19747), and no hearing has been requested of or 
ordered by the Commission. Upon the basis of the facts in 
the record, it is hereby found that the applicable standards of 
the Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors and 
consumers that said declaration, as arnended, be permitted 
to become effective 


{T 1S ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that said declaration, as amended, 
be, and it hereby is, permitted to become effective forthwith, 
subject to the terms and conditions prescribed in Rule 24 
promulgated under the Act. 
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For the Commission, by the Division of Corporate Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19799/December 7, 1976 


In the Matter of 


ALABAMA POWER COMPANY 
Birmingham, Alabama 


(70-5568) 


SUPPLEMENTAL ORDER REGARDING FINANCING OF 
POLLUTION CONTROL FACILITIES 


Alabama Power Company (“Alabama”), an electric utility 
subsidiary company of The Southern Company, a registered 
holding company, has filed with this Commission post-effec- 
tive amendments to the application in this proceeding pur- 
suant to Sections 9(a) and 10 of the Public Utility Holding 
Company Act of 1935 (‘Act’) regarding the following pro- 
posed transaction. 


In accordance with orders in this proceeding dated November 
21, 1974, and December 19, 1974 (HCAR Nos. 18670 and 
18721), Alabama entered into an installment Sale Agreement 
dated as of December 1, 1974 (‘Agreement’) with the 
Industrial Development Board of the City of Mobile, Alabama 
(‘Board’) to finance certain pollution contro! facilities at 
Alabama's Barry and Chickasaw Steam Plants (such facilities 
at such plants referred to hereafter as the “Project”). Pur- 
suant to such Agreement, the Board purchased the then 
existing portions of the Project and undertook to complete its 
construction and to sell the complete Project to Alabama for a 
purchase price payable in semi-annual installments over a 
term of years. To secure its obligations under ithe Agreement, 
Alabama granted to the Board a security interest in the 
Project subordinate to the lien of the Indenture dated as of 
January 1, 1942, between Alabama and Chemical Bank, as 
Trustee, as supplemented and amended. The Board issued 
its pollution control revenue bonds (“Original Bonds”) pur- 
suant to a Trust Indenture dated as of December 1, 1974 
(‘Indenture’) in the aggregate principal amount of 
$29,700,000, then estimated to be sufficient to cover the Cost 
of Construction (as defined in the Agreement) of the Project 
The Board assigned all its right, title, and interest in the 
Agreement, including such subordinate security interest, to 
the Revenue Bond Trustee as security for the pollution 
control revenue bonds, including the Original Bonds, to be 
issued under the Indenture. The proceeds of the sale of the 
Original Bonds were deposited by the Board with the Trustee 
under the Indenture (“Revenue Bond Trustee”). Such pro- 
ceeds have been applied to payment of the Cost of Construc- 
tion of the Project. 


Alabama has determined, however, that the total Cost of 
Construction of the Project will exceed the proceeds of the 
Original Bonds. Consequently, Alabama has requested that 
the Board issue up to $10,600,000 in additional revenue 
bonds (“Additional Bonds”), and the Board has entered into 
an arrangement with a group of underwriters for the sale of 
$10,600,000 principal amount of its pollution control revenue 
bends maturing December 1, 2006. Such arrangement pro- 
vides for an interest rate of 71/4% per annum and results in an 
effective interest cost to the Board of 7.43% per annum. Such 
arrangement also provides for a sinking fund for the bonds 
which will begin in 1992 and is designed to retire $2,650,000 
of the principal amount of such bonds prior to maturity. 


Upon issuance of the Additional Bonds, Alabama's obligation 
under the Agreement to make semi-annual purchase price 
payments will be increased to require additional payments 
sufficient (together with other moneys held by the Revenue 
Bond Trustee under the Indenture for that purpose) to pay the 
principal of and interest on the Additional Bonds as they 
become due and payable. The Board and the Revenue Bond 
Trustee will enter into a supplement (“Supplement”) to the 
Indenture providing for the Additional Bonds. The Supple- 
ment will provide for redemption provisions for the Additional 
Bonds comparable to those provided for the Original Bonds. 
Alabama and the Board will execute and deliver to the 
Revenue Bond Trustee, as required by the Indenture, a 
supplement to the Agreement providing for the payment of all 
expenses and costs incurred or to be incurred by virtue of the 
issuance of the Additional Bonds. Bond counsel are to issue 
an opinion that interest on the Additional Bonds presently is 
exempt from Federal income taxation. As of September 30, 
1976, the actual coverage under Alabama’s Indenture is 1.59 
times. !f the issuance of the Additional Bonds were included 
under said Indenture, the pro forma coverage would be 1.57 
times. 


The fees, commissions, and expenses to be paid or incurred, 
directly or indirectly, in connection with the post-effective 
amendment (as distinguished from and excluding fees, com- 
missions, and expenses incurred or to be incurred in connec- 
tion with the sale of the Revenue Bonds by the Board 
payable out of the proceeds of such sale) are estimated at 
$51,500, including lega! fees of $38,000. The incurring of the 
obligations under the Agreement by Alabama has been 
authorized by the Alabama Public Service Commission. No 
other State commission and no Federal commission, other 
than this Commission, has jurisdiction over the proposed 
transaction 


Due notice of the filing of said post-effective amendments to 
the application has been given in the manner prescribed in 
Rule 23 promulgated under the Act (HCAR Nos. 19743 and 
19753), and no hearing has been requested of or ordered by 
the Commission. Upon the basis of the facts in the record, it 
is hereby found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers that 
said application, as amended by said post-effective amend- 
ments, be granted: 


IT iS ORDERED, pursuant to the applicable provisions of the 


Act and rules thereunder, that said application-declaration, as 
amended by said post-effective amendments, be, and it 
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hereby is, granted, effective forthwith, subject to the terms 
and conditions prescribed in Rule 24 promulgated under the 
Act. 


For the Commission, by the Division of Corporate Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19800/December 7, 1976 


In the Matter of 


CENTRAL AND SOUTH WEST CORPORATION 
Wilmington, Delaware 19899 


(70-5921) 


ORDER AUTHORIZING PROPOSED ISSUE AND SALE OF 
COMMON STOCK BY COMPETITIVE BIDDING 


Central and South West Corporation (“CSW”), a registered 
holding company, has filed a declaration and amendments 
thereto, with this Commission pursuant to Sections 6(a) and 7 
of the Public Utility Holding Company Act of 1935 (‘‘Act”) and 
Rule 50 promulgated thereunder, regarding the following 
proposed transaction. 


CSW proposes to issue and sell, pursuant to the competitive 
bidding requirements of Rule 50 under the Act, 6,250,000 
shares of its authorized and unissued Common Stock, par 
value $3.50 per share (“stock”). CSW anticipates that the 
sale of the stock will provide net proceeds to CSW of 
approximately $100,000,000. 


Net proceeds of the sale of the stock will be used by CSW to 
(i) pay in full short-term borrowings outstanding at the time of 
sale, such borrowings being estimated to amount to 
$35,000,000 and (ii) the remainder of the proceeds will be 
used to contribute as additional common stock equity of two 
of CSW’s subsidiaries, Central Power and Light Company 
and Public Service Company of Oklahoma. The making of 
such contributions to the subsidiaries will be the subject of 
further filings with this Commission. The subsidiaries would 
use the contributions to fund in part their construction ex- 
penditures. 


No state commission and no federal commission, other than 
this Cornmission, has jurisdiction over the proposed transac- 
tion. Fees and expenses to be incurred in connection with the 
proposed transaction, are estimated at $200,000, including 
accountants’ fees of $27,000 and legal fees of $38,400. 


Due notice of the filing of said declaration has been given in 
the manner prescribed in Rule 23 promulgated under the Act 
(HCAR No. 19738), and no hearing has been requested of or 
ordered by the Commission. Upon the basis of the facts in 
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the record, it is hereby found that the applicable standards of 
the Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors and 
consumers that said declaration, as amended, be permitted 
to become effective: 


IT IS ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that said declaration, as amended, 
be, and it hereby is, permitted to become effective forthwith, 
subject to the terms and conditions prescribed in Rules 24 
and 50 promulgated under the Act. 


For the Commission, by the Division of Corporate Regulation, 
pursuant to delegated authority 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19801/December 8, 1976 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
New Orleans, Louisiana 


ARKANSAS POWER & LIGHT COMPANY 
Little Rock, Arkansas 


(70-5923) 


ORDER AUTHORIZING ISSUE AND SALE OF PRE- 
FERRED STOCK BY SUBSIDIARY; ISSUE AND SALE OF 
COMMON STOCK BY SUBSIDIARY TO HOLDING COM- 
PANY 


Middle South Utilities, Inc. (“Middle South"), a registered 
holding company, and its electric utility subsidiary company 
Arkansas Power & Light Company, (“Arkansas”), have filed 
an application-declaration and amendments thereto with this 
Commission pursuant to Sections 6(b), 9(a) and 10 of the 
Public Utility Holding Company Act of 1935 (‘Act’) and Rules 
43 and 50 promulgated thereunder as applicable to the 
proposed transactions. 


Arkansas proposes to issue and sell at competitive bidding 
up to 400,000 shares of a new class of preferred stock 
____% Series, par value $25 per share (“Preferred Stock”) 
The dividend rate of the Preferred STock (which will be a 
multiple of 1/25 of 1%) and the price to be paid to Arkansas for 
the Preferred Stock (which will be not less than $25 nor more 
than $25.70 per share, plus accumulated dividends, if any) 
will be determined by competitive bidding. The terms of the 
Preferred Stock will include a prohibition, until December 1, 
1981, against refunding the Preferred Stock, directly or 
indirectly, with the proceeds of funds derived from the issu- 
ance of debt securities at a lower effective interest cost, or 
from the issuance of other stocks which rank prior to or on a 
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parity with the Preferred Stock as to dividends or assets at a 
lower effective dividend cost. The authorization of the new 
class of preferred stock was approved by the Commission by 
order dated April 9, 1976 (HCAR No. 19476). 


Arkansas further proposes to issue and sell to Middle South 
1,200,000 shares of its common stock at a price of $12.50 
per share. Middle South will derive the $15,000,000 required 
to purchase Arkansas’ common stock through the issuance 
and sale of promissory notes to a group of commercial banks 
under Middle South’s revolving credit agreements with those 
banks (HCAR No. 19570, June 14, 1976). Arkansas pro- 
poses to apply the net proceeds from the sale of its Preferred, 
Stock and common stock to its construction program and to 
the payment of short-term indebtedness incurred or esti- 
mated to be incurred prior to the completion of financing for 
Arkansas’ construction program. 


The issuance and sale of the Preferred Stock and common 
stock by Arkansas has been approved by the Arkansas 
Public Service Commission and the Tennesses Public Serv- 
ice Commission. It is stated that no other State commission 
and no Federa! commission other than this Commission has 
jurisdiction over the proposed transaction. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 19755), and no hearing has been 
requested of or ordered by the Commission. Upon the basis 
of the facts in the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are satisfied 
and that no adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that said application-declaration, as 
amended, be granted and permitted to become effective: 


IT {S ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that said application-declaration, as 
amended, be, and it hereby is, granted and permitted to 
become effective forthwith, subject to the terms and condi- 
tions prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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TRUST INDENTURE ACT OF 1939 
Release No. 448/December 7, 1976 


The Securities and Exchange Commission has issued an 
order under the Trust Indenture Act (‘Act’) on application of 
General American Transportation Corporation (“Company”) 
that the trusteeship of Continental Illinois National Bank and 
Trust Company (“Continental”) under two indentures of the 


Company is not so likely to involve a material conflict of 
interest as to make it necessary to disqualify Continental from 
acting as trustee. 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 9553/December 3, 1976 


In the Matter of 


THE KNICKERBOCKER FUND 
245 Park Avenue 
New York, New York 10017 


(811-36) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT DE- 
CLARING THAT APPLICANT HAS CEASED TO BE AN 
INVESTMENT COMPANY 


On November 5, 1976, a notice was issued (Investment 
Company Act Release No. 9509) that The Knickerbocker 
Fund (“Applicant”), a New York common law trust registered 
under the Investment Company Act of 1940 (“Act”) as an 
open-end, diversified investment company, had filed an appli- 
cation on September 23, 1976, for an order of the Commis- 
sion declaring that Applicant has ceased to be an investment 
company as defined in the Act. 


The notice gave interested persons an opportunity to request 
a hearing and stated that an order disposing of the applica- 
tion would be issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter having been considered, it is found that Applicant 
has ceased to be an investment company. Accordingly, 


IT 1S ORDERED, pursuant to Section 8(f) of the Act, that the 
registration of The Knickerbocker Fund under the Act shall 
forthwith cease to be in effect. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9554/December 3, 1976 
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In the Matter of 


KNICKERBOCKER GROWTH FUND, INC. 
245 Park Avenue 
New York, New York 10017 


(811-626) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT DE- 
CLARING THAT APPLICANT HAS CEASED TO BE AN 
INVESTMENT COMPANY 


On November 5, 1976, a notice was issued (Investment 
Company Act Release No. 9510) that Knickerbocker Growth 
Fund, Inc. (“Applicant”), a Delaware corporation registered 
under the investment Company Act of 1940 (“Act”) as an 
open-end, diversified investment company, had filed an appli- 
cation on September 23, 1976, for an order of the Commis- 
sion declaring that Applicant has ceased to be an investment 
company as defined in the Act. 


The notice gave interested persons an opportunity to request 
a hearing and stated that an order disposing of the applica- 
tion would be issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter having been considered, it is found that Applicant 
has ceased to be an investment company. Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, that the 
registration of Knickerbocker Growth Fund, Inc. under the Act 
shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9555/December 6, 1976 


In the Matter of 


ASTRON FUND, INC 

FRANK RUSSELL CO., INC. 
1100 One Washington Plaza 
Tacoma, Washington, 98402 


(812-3973) 


ORDER PURSUANT TO SECTION 17(d) OF THE ACT AND 
RULE 17d-1 THEREUNDER. 


On November 1, 1976, notice was given (Investment Com- 
pany Act Release No. 9501) of an application filed on June 
25, 1976, and amended on October 26, 1976, by Astron 
Fund, Inc. (“Fund”), a closed-end management investment 
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company registered under the Investment Company Act of 
1940 (the “Act”), and Frank Russell Co., Inc. (“Russell Co.”) 
(collectively, “Applicants”), investment adviser to the Fund, 
requesting an order of the Commission pursuant to Section 
17(d) of the Act and Rule 17d-1 thereunder permitting 
Applicants to consummate (1) a settlement of a civil suit 
instituted by the Fund against The Insurance Company of 
North America (“INA”), and (2) a settlement of certain claims 
asserted by the Fund against Russell Co., both of which arise 
out of losses incurred by the Fund in five portfolio transac- 
tions alleged by the Fund to be the result of improper 
inducements paid to a former portfolio manager. 


The notice gave interested persons an opportunity to request 
a hearing and stated that an order disposing of the applica- 
tion would be issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter having been considered, it is found, on the basis 
of the information stated in the application, that the participa- 
tion by the Fund in such transactions, on the basis proposed, 
is consistent with the provisions, policies and purposes of the 
Act and is not disadvantageous to the Fund. Accordingly, 


IT IS ORDERED, pursuant to Section 17(d) of the Act and 
Rule 17d-1 thereunder, that the application to permit the 
Fund and Russell Co. to consummate the settlements of the 
Fund's civil suit against INA and the Fund's claims against 
Russell Co. be, and hereby is, granted. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9556/December 6, 1976 


In the Matter of 


NARRAGANSETT CAPITAL CORPORATION 
40 Westminster Street 
Providence, Rhode Island 02903 


(812-4024) 


NOTICE GF FILING OF APPLICATION FOR ORDER PUR- 
SUANT TO SECTIONS 17(b) AND 17(d) OF THE ACT AND 
RULE 17d-1 THEREUNDER. 


NOTICE |S HEREBY GIVEN thai Narragansett Capital Cor- 
poration (“Narragansett” or “Applicant’), registered under the 
Investment Company Act of 1940 (the “Act”) as a non- 
diversified, closed-end management investment company, 
and licensed as a small business investment company under 
the Small Business Investment Act of 1958, filed an applica- 
tion on August 31, 1976, for an order of the Commission 
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pursuant to Section 17(b) of the Act exempting from the 
provisions of Section 17(a) of the Act, and pursuant to 
Section 17(d) of the Act and Rule 17d-1 thereunder permit- 
ting, certain transactions proposed to be made in connection 
with the acquisition by Necro Realty, Inc. (“Necro”), a wholly- 
owned subsidiary of Bevis Industries, Inc. (“Bevis”), a corpo- 
ration presumed to be controlled by Applicant, of all of the 
outstanding stock of Greenville Tube Corporation (‘“Green- 
ville”), also presumed to be controlled by Applicant. Amend- 
ments to said application were filed with the Commission on 
October 26, 1976 and November 29, 1976. All interested 
persons are referred to the application on file with the 
Commission for a statement of the representations contained 
therein, which are summarized below. 


Applicant states that it presently owns 836,952 shares of 
Bevis common stock, or approximately 36 percent of the 
outstanding shares of Bevis. In addition, Applicant states that 
six of its directors own, in the aggregate, 89,761 shares of 
Bevis. According to the application, Bevis, a publicly held 
corporation which has engaged, inter alia, in the business of 
manufacturing and selling Christmas cards, continued, follow- 
ing reorganization under Chaptex XI of the Federal Bank- 
ruptcy Act in April, 1975, to sustain operating losses and was 
in a precarious financial condition. Narrangansett asserts that 
as a result its equity position in Bevis became jeopardized, 
and that the continued financial difficulties of Bevis led its 
board of directors to conclude that it must (i) reduce its 
expenses by disposing of most of its properties and curtailing 
its existing business, and (ii) seek to acquire an existing 
profitable business. 


Such opportunity, Applicant asserts, exists in Greenville, a 
Pennsylvania corporation with plants located in Greenville, 
Pennsylvania and Clarksville, Arkansas, which is engaged in 
the manufacture of stainless steel pressure tubing. Narragan- 
sett states that in January, 1974, it purchased 50 percent of 
Greenville’s outstanding voting securities for $250,000, and 
that it also holds a $1.5 million subordinated note of Green- 
ville. Applicant states that the other 50 percent of the 
outstanding voting securities of Greenville are owned by 
seven employees of Greenville (“Employee Stockholders”). 


According to the application, on September 28, 1976, Necro, 
Bevis and the stockholders of Greenville, including Narragan- 
sett, entered into an agreement whereby Necro would pur- 
chase all of the outstanding shares of Greenville (“Stock 
Purchase Agreement’) for $13,125,000, payable $125,000 in 
cash, within ten days following the closing and $13,000,000 
in Subordinated Installment Notes, bearing interest at 6 
percent per annum, maturing on January 15, 1982, and 
payable in principal installments as follows: 


Amount of 
Installment Amount of 
Payable to Installment 
Employee Payable to 
Stockholders Narragansett 
January 15, 1977 $1,500,000 $ 0 
January 15, 1978 750,000 750,000 
January 15, 1979 750,000 750,000 
January 15, 1980 750,000 750,000 
January 15, 1981 750,000 750,000 
January 15, 1982 2,000,000 3,500,000 


The application states that the closing of the sale of Green- 
ville stock is expressly conditioned on the granting by the 
Commission of the order requested in this application, and 
that, following the closing, Greenville would be immediately 
merged into Necro, the name of which would be changed to 
“Greenville Tube Corporation (“New Greenville’). It also 
states that the Subordinated Installment Notes to be issued 
by Necro, referred to above, would be subordinated to any 
bank inbedtedness of New Greenville, and that no payments 
of principal could be made (1) while New Greenville is in 
default on such bank indebtedness, or (2) to the extent any 
such payments due after January 31, 1977, would reduce the 
tangible net worth of New Greenville (as defined in the Stock 
Purchase Agreement) below $4,000,000. According to the 
application the manner by which such “tangible net worth” of 
New Greenville will be calculated will not reflect, among other 
things: (1) the net book value of intangible assets and 
deferred charges (except to the extent payment therefor is 
made); (2) goodwill; and (3) unpaid principal and interest 
under the Subordinated Installment Notes. However, the 
application states that the entire unpaid principal and interest 
of the Subordinated Installment Notes would become due 
and payable on January 15, 1982. According to the applica- 
tion, the Subordinated Installment Notes will be guaranteed 
by Bevis, and secured by a pledge of all the stock of New 
Greenville (“Guaranty and Pledge Agreement’). 


Applicant states that the subordinated note of Greenville it 
presently holds would have its maturity date extended from 
January 31, 1979, to February 15, 1982, and that the interest 
rate it bears would be changed from a floating rate of 5 
percent over the prime rate, with a minimum of 12 percent 
and a maximum of 15 percent, to a flat rate of 12 percent. 


The application describes certain other agreements related to 
the purchase of Greenville stock and the merger of Greenville 
into Necro, which would be executed upon the closing of the 
purchase. These are: (1) employment agreements with Ar- 
thur McGonigal (‘“McGonigal’), Greenville’s president, and 
George Painter (‘Painter’), the manager of its Clarksville 
plant, both of whom are Employee Stockholders, at the same 
rate of compensation now paid them; (2) agreements under 
which Narragansett grants McGonigal and Painter options to 
purchase 200,000 and 100,000 shares, respectively, of Bevis 
stock owned by Narragansett at Narragansett’s average cost 
for such stock of $1.51 per share, exercisable only after 
payment in full of the Subordinated Installment Notes; (3) 
consent by Industrial National Bank of Rhode Island, Bevis’ 
principal lender, to, among other things, the acquisition of 
Greenville stock by Necro and the release of its lien on Necro 
stock, which will be pledged as collateral for the Subordinated 
Installment Notes; (4) an agreement among the principal 
shareholders of Bevis which stabilizes representation on the 
Bevis board of directors of the interests of, among others, 
Narragansett and the Employee Stockholders until payment 
in full of the Subordinated Installment Notes; and (5) the 
Guaranty and Pledge Agreement referred to above. 


According to the application, one of the conditions precedent 
to the obligations of Greenville shareholders to sell their 
shares to Necro is a termination of Bevis’ employment 
contract with Bernhardt Denmark (“Denmark”) which was to 
have been in effect until December 31, 1980, and under 
which Denmark was to receive a salary of $90,000 per 
annum and 5 percent of Bevis’ pre-tax profits. Narragansett 
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states that the employment contract was entered into by 
Bevis on January 26, 1972, and subsequently amended on 
June 6, 1972, and August 4, 1976. The Applicant states that 
pursuant to the most recent amendment of said contract, 
Denmark's share in Bevis profits was raised to 5 percent and 
he was sold 400,000 additional shares of Bevis stock for 
$40,000, payable $4,000 in cash and a note from Denmark in 
the amount of $36,000. An order of the Commission permit- 
ting consummation of this contract was requested and re- 
ceived (Investment Company Act Release No. 9008, October 
30, 1975). Narragansett states that on September 28, 1976, 
the employment contract with Denmark was terminated in 
consideration of payment to him of $235,000 in cash, payable 
over the period ending April 1, 1977, and the assignment to 
him of certain notes receivable of Bevis having a face amount 
of approximately $65,000. In addition, Narragansett states 
that, pursuant to said termination agreement, Bevis pur- 
chased from Denmark the 400,000 shares of its stock, 
referred to above, in consideration of payment to him of 
$4,000 and cancellation of his $36,000 note. It also states 
that Denmark will continue to provide Bevis with his services 
on a consulting basis, in connection with the collection of 
certain receivables and the settlement of certain liabilities, for 
not more than 10 hours per month, until April 1, 1977. The 
application discloses that Denmark, who prior to the above 
transaction owned 32.6 percent of outstanding Bevis com- 
mon stock, now owns 21.6 percent of such stock after the 
termination. 


Section 2(a)(3) of the Act includes, within the definition of 
“affiliated person” of another person, (1) any person con- 
trolled by such other person; (2) any person five per centum 
or more of whose outstanding voting securities are owned by 
such other person; and (3) any employee, officer or director 
of such other person. Section 2(a)(9) of the Act provides, in 
part, that any person owning, directly or indirectly, more than 
25 per centum of the voting securities of a company shall be 
presumed to control such company. Accordingly, it appears 
from the foregoing that (1) Bevis, Necro and Greenville are 
affiliated persons of, and presumed to be controlled by, 
Applicant, and (2) the Employee Stockholders and Denmark 
are affiliated persons of an affiliated person (Greenville or 
Bevis, respectively) of Applicant. 


Section 17(a) of the Act provides, in part, that it is unlawful for 

‘any affiliated person of a registered investment company or 
any affiliated person of such person, acting as principal: (1) 
knowingly to sell any security or other property to such 
registered company or to any company controlled by such 
registered company, unless such sale involves solely securi- 
ties of which the buyer is the issuer, or (2) knowingly to 
purchase from such registered company or from any com- 
pany controlled by such registered company, any security or 
other property, except securities of which the seller is the 
issuer. Section 17(b) of the Act generally provides that, upon 
application, the Commission shall exempt a proposed trans- 
action from the provisions of Section 17(a) if evidence 
establishes that the terms of the proposed transaction, includ- 
ing the consideration to be paid or received, are reasonable 
and fair and do not involve overreaching on the part of any 
person concerned and that the proposed transaction is 
consistent with the policy of the registered investment com- 
pany concerned and with the general purposes of the Act. 


Narragansett requests an order of the Commission, pursuant 


1148/SEC DOCKET 





Fr 


to Section 17(b) of the Act, exempting from the provisions of "3 


Section 17(a) of the Act: 


(1) the proposed sale to Necro by the Employee 
Stockholders of shares of Greenville common stock; 


(2) the proposed sale by Necro of Subordinated Install- 
ment Notes to Narragansett; 


(3) the proposed purchase by Necro from Narragansett 
of shares of Greenville common stock; and, 


(4) the proposed granting by Narragansett to Mc- 
Gonigal and Painter of options to purchase shares of 
Bevis stock held by Narragansett. 


Section 17(d) of the Act and Rule 17d-1 thereunder, taken 
together, provide, in part, that it is unlawful for an affiliated 
person of a registered investment company, acting as princ- 
pal, to effect any transaction in which such investment 








company is a joint participant, without the permission of the 
Commission. Rule 17d-1 provides, in part, that in passing 


upon applications for orders granting such permission, the | 


Commission will consider (1) whether the participation of the 
investment company in such transaction on the basis pro- 
posed in consistent with the provisions, policies, and pur- 
poses of the Act, and (2) the extent to which such participa- 
tion is on a basis different from or less advantageous than 
that of other participants. 


The Applicant also requests an order of the Commission, 
pursuant to Section 17(d) of the Act and Rule 17d-1 thereun- 
der, permitting, as a joint enterprise, the stock purchase 
transaction and the agreements relating thereto, which are 
summarized above. However, Applicant states that such 
requests for orders do not seek any order of the Commission 
with respect to the termination agreement with Denmark, 
which, in the opinion of counsel to Denmark, Bevis and 
Applicant, does not require an order of the Commission 
pursuant to Section 17(d) of the Act and Rule 17d-1 thereun- 
der. 


Narragansett asserts that the terms of the proposed transac- 
tions are the result of arm’s-length negotiations among the 
parties, each of whom was represented by counsel, and that, 
based upon ordinary standards of valuation, the purchase 
price for Greenville stock and the terms of such purchase are 
fair and reasonable as to ail parties. According to the 
application, such price was approved by the boards of 
directors of Bevis and Narragansett after thorough discussion 
of the operations, financial history and future prospects of 
Greenville and was agreed to by the Employee Stockholders 
at a meeting at which various aspects of the transaction were 
reviewed with them and their counsel. Applicant states that 
discounting the face amount of the Subordinated Installment 
Notes, at a rate of 10 percent, to present value, represents a 
price of approximately 5.3 times the average after-tax earn- 
ings of Greenville over the fiscal years ending May 31, 1975 
and May 31, 1976. While Applicant admits that this multiple 
represents a higher multiple of earnings than Greenville 
shareholders, including itself, could expect to receive from 
most other potential purchasers, it states that it is reasonable 
for Bevis to pay a higher price for Greenville shares because, 
apart from a small amount of cash, the purchase price will be 
paid out of future earnings which will not, in Applicant's view, 
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be subject to federal income tax due to the availability to 
Bevis of net operating loss carryforwards. Applicant states 
that such carryforwards available to Bevis and its subsidiaries 
as of December 27, 1975, in the aggregate, amounted to 
$10,977,000. 


According to the application Greenville’s net income after 
taxes, for the four months ended September 30, 1976, was 
approximately $34,000, or $102,000 annualized, and the 
book value of its assets as of that date was $11,309,179, less 
liabilities of $6,269,855. Applicant states that although Green- 
ville’s current earnings level is quite low, it is the opinion of 
Applicant that this is a temporary condition and that the long- 
term outlook for Greenville’s return to higher levels of profita- 
bility is excellent. In this regard, Narragansett makes the 
following assertions: (1) there is no indication that Greenville 
is losing its position in the market; (2) Greenville management 
has informed it that its competition is operating at levels of 25 
percent to 35 percent of capacity while Greenville is currently 
operating at approximately 50 percent of capacity; (3) Green- 
ville is in a good position with over one year’s supply of raw 
material which was acquired and fully paid for at prices 
considerably below the current cost for such raw material; 
and (4) its condifence is based to a large degree on the ability 
of Greenville management. Applicant further states that, after 
full disclosure of the business turndown of Greenville, the 
boards of directors of both Bevis and Narragansett decided 
that this was a temporary phenomenon which did not affect 
the fundamental soundness and viability of the transaction. 


Moreover, Narragansett states that its interests are well 
protected should there be a default in payment of the 
Subordinated Installment Notes because, inter alia, a default 
would increase the rate of interest payable on the outstanding 
principal to 12 percent, accelerate principal payments, and, 
under the Guaranty and Pledge Agreement, give former 
Greenville shareholders (including Narragansett) the opportu- 
nity to repossess the stock of New Greenville (while retaining 
any payments previously made unless the Notes are paid in 
full). 


Narragansett asserts that the proposed transaction would be 
beneficial to it and that, if not consummated, the result would 
be a complete loss of its investment of $1,260,016 in Bevis 
common stock, which would be in addition to substantial 
losses it already has suffered on loans it made to Bevis which 
were subordinate in priority to certain bank loans in the 
Chapter XI proceeding, referred to above. According to the 
application, if the acquisition of Greenville by Necro is con- 
summated, and if the Subordinated Installment Notes are 
paid in full in January, 1982, Narragansett will have realized 
capital gains of $6,250,000 before taxes and would have 
received interest of $1,500,000 before taxes. In addition, 
Narragansett states that it would then own 536,952 shares of 
Bevis common stock, assuming that the stock options 
granted to McGonigal and Painter would be exercised. 


The Applicant asserts that there are also benefits to other 
Bevis shareholders because, before the proposed transaction 
was negotiated, Bevis was suffering substantial losses in its 
operations; it was faced with a threat of foreclosure on all its 
assets by its principal bank: and trading in its shares was 
almost non-existent. On the other hand, if the proposed 
transaction is consummated Narragansett expects that Bevis 
will become a profitable going concern on a consolidated 


basis and that an active trading market for its stock should be 
restored. 


The application states that the proposed transactions do not 
involve overreaching by any person involved, and that the 
participation of Narragansett in such transactions will not be 
on a basis less advantageous than that of other participants. 
In this regard, the Applicant states that in only one situation 
will any one group of a company’s shareholders be treated 
differently from another group of shareholders of such com- 
pany; that is, as between various Greenville shareholders, (1) 
the Employee Stockholders are given an equal, but earlier 
payout on their Subordinated Installment Notes than is Narra- 
gansett, and (2) Narragansett will grant the aforementioned 
option to McGonigal and Painter. 


Narragansett states that the different payout schedule is the 
result of arm’s length bargaining and reflects a distinction 
between the contribution to Greenville of the Employee 
Stockholders, which is their managerial skill, and that of 
Narragansett, which was an investment of its capital. The 
Applicant asserts that upon considering that the Employee 
Stockholders, who have developed their successful business, 
are selling their portion of ownership of such business to a 
company but recently emerged from bankruptcy, the assur- 
ance of an early realization of at least a portion of their sales 
price should not be deemed unreasonable, unfair, or to 
involve overreaching. The Applicant also asserts that if a 
default in payment of the Subordinated Installment Notes 
should occur, and repossession of the stock of New Green- 
ville take place, Narragansett would be entitled to a share of 
such stock proportionate to the then outstanding principal 
amount held by it, subject, however, to the right of the 
Employee Stockholders to bring their stock ownership back to 
50 percent by their paying Narragansett an amount equal to 
what Narragansett would have received, had all the principal 
payments been strictly proportional. With respect to the 
proposed option, Narragansett asserts that such option is an 
inducement for McConigal and Painter to agree to sell their 
ownership interest in Greenville, and is desirable to the extent 
it provides them with additional management incentive until 
the Subordinated Installment Notes are paid. 


The application states that the proposed transaction is con- 
sistent with Narragansett’s investment policy, which requires 
that decisions with respect to portfolio securities be made on 
the basis of “the best interests of the Stockholders and the 
dictates of existing business and financial considerations.” 


Applicant submits that the terms of the proposed transac- 
tions, including the consideration to be paid and received, are 
reasonable and fair, and do not involve overreaching. It 
further represents that the proposed transactions are consist- 
ent with its investment policy and the intent and purposes of 
the Act and that its participation in such transactions is not on 
a basis less advantageous than that of other participants. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than December 27, 1976, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if any, of 
fact or law proposed to be controverted, or he may request 
that he be notified if the Commission shall order a hearing 
thereon. Any such communication should be addressed: 
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Secretary, Securities and Exchange Commission, Washing- 
ton, D.C. 20549. A copy of such request shall be served 
personally or by mail upon Applicant at the address set forth 
above. Proof of such service (by affidavit or, in the case of an 
attorney at law, by certificate) shall be filed contempora- 
neously with the request. As provided by Rule 0-5 of the 
Rules and Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following said date unless the Commission thereafter orders 
a hearing upon request or upon the Commission’s own 
motion. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices and 
orders issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9557/December 6, 1976 


In the Matter of 


FOUNDERS OF AMERICAN INVESTMENT CORPORA- 
TION 

1031 East Battlefield Road 

Springfield, Missouri 65807 


and 


MURRAY WATSON, JR. 
JOHN HARRIS 

PAUL MCGINNIS 
ROBERT HAYMES 
ROY DUGGER 

820 Lake Air Drive 
Waco, Texas 76710 


(812-3848) 


NOTICE OF APPLICATION PURSUANT TO SECTION 17(b) 
OF THE ACT FOR AN ORDER EXEMPTING A PROPOSED 
TRANSACTION FROM SECTION 17(a) OF THE ACT. 


NOTICE IS HEREBY GIVEN that Founders of American 
Investment Corporation (“Founders”), registered under the 
Investment Company Act of 1940 (“Act”) as a closed-end, 
non-diversified management investment company, and Mur- 
ray Watson, Jr., John Harris, Paul McGinnis, Robert Haymes 
and Roy Dugger (hereinafter referred to either as the “Wat- 
son Group” or the “Buyers”) filed an application on August 
14, 1975, and an amendment thereto on August 12, 1976, 
which requests an order of the Commission exempting from 
the provisions of Section 17(a) of the Act the proposed 
purchase by the Watson Group from Founders of 200,500 
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shares of common stock of Founders Preferred Life Insur- 
ance Company, a Texas company which is an affiliate of 
Founders and of which the Buyers are affiliated persons. Ajj 
interested persons are referred to the application on file with 
the Commission for a statement of the representations con- 
tained therein, which are summarized below. 


Pursuant to an agreement dated May 21, 1975, as amended 
(the “Stock Purchase Agreement’), the Watson Group pro- 
poses to acquire 200,500 shares, or approximately 35%, of 
the common stock of Founders Preferred from Founders ata 
price of $2.59 per share, or a total purchase price of 
approximately $519,295. The Watson Group presently owns 
125,416 shares, or about 21% of the outstanding common 
stock of Founders Preferred. Moreover, the members of the 
Watson Group comprise five members of the nine-member 
board of directors of Founders Preferred. Thus, the Buyers 
are affiliated persons of Founders Preferred pursuant to 
Section 2(a)(3)(D) of the Act which, in pertinent part, includes 
within the definition of affiliated person of another person any 
officer or director of such other person. 


In addition, because Founders owns approximately 35% of 
the shares of common stock of Founders Preferred, Foun- 
ders Preferred is an affiliated person of Founders - 
tered investment company - pursuant to Section 2(a)(3)(B) of 
the Act, which includes within the definition of affiliated 
person of another person any person 5% or more of whose 
outstanding voting securities are owned by such other per- 
son. Consequently, the Buyers (the Watson Group) are 
affiliated persons of an affiliated person (Founders Preferred) 
of a registered investment company (Founders). 


Section 17(a) of the Act provides, in pertinent part, that it shall 
be unlawful for any affiliated person of a registered invest 
ment company, or any affiliated person of such person, acting 
as principal, knowingly to sell to or to purchase from such 
registered investment company any security or other property 
subject to certain exceptions. Section 17(b) of the Act pro- 
vides that the Commission, upon application, may exempt a 
proposed transaction from the provisions of Section 17(a) of 
the Act if the evidence establishes that the terms of the 
proposed transaction, including the consideration to be paid 
or received, are reasonable and fair and do not involve 
overreaching on the part of any person concerned, and the 
proposed transaction is consistent with the policy of each 
investment company concerned and with the general pur- 
poses of the Act. 


Applicants contend that the proposed purchase price, $2.59 
per share, is fair and reasonable. They point out that this 
price was initially determined in negotiations between the 
Watson Group and a previous management group of Foun- 
ders, and was embodied in the original Stock Purchase 
Agreement dated May 21, 1975. Thereafter, this price was 
ratified by the present management of Founders in November 
of 1975. Thus, Applicants believe that the proposed purchase 
price is the result, in effect, of arm’s length negotiations 


Applicants further state that the proposed purchase price was 
determined by the use of a formula which provides a rule-of- 
thumb method for the valuation of shares of life insurance 
companies in block purchase acquisitions, such as the pres- 
ent proposed transaction. The formula is based on the 
premise that the fair value of life insurance company shares 
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in such transactions is their book value, adjusted to reflect the 
present value of the company’s outstanding policies. Thus, 
the target company’s paid-in-capital and surplus accounts 
(including a mandatory securities valuation reserve) (i.e., its 
equity) is added to the value of its insurance in force, which 
value is estimated to be the equivalent of one year’s premium 
income, to reach adjusted book vatue. 


The application discloses that, as applied to audited financial 
statements for the fiscal year ended December 31, 1974, the 
foregoing formula produced a value of $2.56 per Founders 
Preferred share. This figure was revised upward to $2.59 per 
share in the negotiations between the Watson Group and the 
former management of Founders, with the result that $2.59 
became the contract price in the origina! Stock Pur 
Agreement. The purchase price remains at $2.59 per share, 
although as noted in the application, the formula would 
produce a somewhat lower figure, $2.38 per share, if applied 
to Founders’ most recent audited financial statements (as at 
December 31, 1975). It is also noted in the application that 
the book value of Founders Preferred is $2.19 per share 
based on Generally Accepted Accounting Principles. How- 
ever, Applicants assert that this figure is not overly significant 
for comparative purposes or otherwise because the formula 
method is predicated on statutory accounting principles, and 
it would not be appropriate to apply the formula to GAAP 
figures. Applicants have cited the opinions of several experi 
enced financial consulting firms to support this view. Book 
value of insurance company shares in block purchase trans- 
actions as a general rule is now determined on the basis of 
Generally Accepted Accounting Principles.1 The original 
Stock Purchase Agreement was entered into at a time when 
the book value of such shares could properly be determined 
on the basis of statutory accounting principles. 


chase 


Lastly, Applicants note the fact that the proposed purchase 
price represents a premium of 59¢ over the $2.00 per share 
which Founders paid io acquire its interest in Founders 
Preferred. 


The application points out that the members of the Watson 
Group have first-hand knowiedge of the financial condition of 
Founders Preferred by reason of their association in a 
managerial capacity with the company since at least 1973. 
Two of the Buyers are the principal executive officers of 
Founders Preferred, and it is represented that the Watson 
Group wants to acquire Founders’ interest in Founders 
Preferred primarily to solidify its managerial position with 
respect to the company 


Thus, it is represented that Founders wishes to sell its 
interest in Founders Preferred principally to improve the 
financial condition of Founders, while the Watson Group 
wishes to buy this interest principally to gain voting as well as 
operational control of Founders Preferred 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than December 29, 1976, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on the 
application accompanied by 2 statement as to the nature of 
his interest, the reasons for such request, and the issues, if 
any, of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission should order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 


Washington, D.C. 20549. A copy of such request shall be 
served personally or by mail upon the Applicants at the 
addresses stated above. Proof of such service (by affidavit, or 
in the case of an attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by Rule 0-5 
of the Rules and Regulations promulgated under the Act, an 
order disposing of the application herein will be issued as of 
course following said date, unless the Commission thereafter 
orders a hearing upon request or upon the Commission's 
own motion. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices and 
orders issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





'See Accounting Series Release No. 183 (November 14, 
1975) 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9558/December 7, 1976 


| 


In the Matter of 


FIDUCIARY EQUITY ASSOCIATES, INC. 


and 


ALLIANCE CAPITAL MANAGEMENT CORPORATION 
140 Broadway 
New York, New York 10005 


(811-1517) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT DE- 
CLARING THAT COMPANY HAS CEASED TO BE AN 
INVESTMENT COMPANY. 


Fiduciary Equity Associates, Inc. (“FEA”), registered under 
the Investment Company Act of 1940 (‘Act’) as a diversified, 
open-end management investment company, filed an appli- 
cation, in which Alliance Capital Management Corporation 
joined, on February 25, 1976, and amendments thereto on 
March 3, 1976, August 6, 1976, and September 30, 1976, for 
an order of the Commission, pursuant to Section 8(f) of the 
Act, declaring that FEA has ceased to be an investment 
company as defined in the Act. 





On November 4, 1976, a notice (Investment Company Act 
Release No. 9507) was issued of the filing of said application. 
The notice gave interested persons an opportunity to request 
a hearing and stated that an order disposing of the applica- 
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tion would be issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


The matter has been considered, and it is found that FEA has 
ceased to be an investment company as defined in the Act. 
Accordingly, 


IT IS HEREBY ORDERED, pursuant to Section 8(f) of the 
Act, that the registration of Fiduciary Equity Associates, Inc., 
shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsirmmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9559/December 7, 1976 


In the Matter of 


THE STOCK FUND OF AMERICA, INC. 
Two Embarcadero Center 

P. O. Box 7650 

San Francisco, California 94120 


(811-605) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT DE- 
CLARING THAT COMPANY HAS CEASED TO BE AN 
INVESTMENT COMPANY. 


On November 4, 1976, a notice was issued (Investment 
Company Act Release No. 9506) of an application filed on 
July 23, 1976, and amendments thereto on September 24, 
1976 and October 12, 1976, by The Stock Fund of America, 
Inc. (“SFA”), registered under the Investment Company Act 
of 1940 (the “Act’’) as a diversified, open-end management 
investment company, for an order of the Commission, pur- 
suant to Section 8(f) of the Act, declaring that SFA has 
ceased to be an investment company as defined in the Act. 


The notice gave interested persons an opportunity to request 
a hearing and stated that an order disposing of the applica- 
tion would be issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter having been considered, it is found that Applicant 
has ceased to be an investment company. Accordingly. 


IT IS ORDERED, pursuant to Section 8(f) of the Act, that the 
registration of The Stock Fund of America, Inc. under the Act 
shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9560/December 7, 1976 


in the Matter of 


NEUWIRTH CENTURY FUND, INC. 
% Neuwirth Fund, Inc. 

Middletown Bank Building 

1250 Highway 35 

Middletown, New Jersey 07748 


(811-1602) 


NOTICE OF PROPOSAL TO TERMINATE REGISTRATION 
PURSUANT TO SECTION 8(f) OF THE ACT. 


NOTICE IS HEREBY GIVEN that the Commission proposes, 
pursuant to Section 8(f) of the Investment Company Act of 
1940 (‘Act’), to declare, by order on its own motion, that 
Neuwirth Century Fund, Inc. (“Fund”), registered under the 
Act as a diversified, open-end management investment com- 
pany, has ceased to be an investment company as defined in 
the Act. 


The Fund registered under the Act on February 14, 1968, 
and it continuously offered its shares to the public pursuant to 
a registration statement under the Securities Act of 1933 
which was declared effective on February 8, 1969. The 
Commission has information in its files which indicates that 
the Fund's shareholders, at a special meeting of sharehold- 
ers held on March 27, 1975, adopted a Plan of Reorganiza- 
tion pursuant to which substantially all of the Fund's assets 
were transferred to Neuwirth Fund, Inc. (‘Neuwirth’) on 
March 31, 1975. Shares of Neuwirth were issued on a pro- 
rata basis to the Fund’s shareholders. On March 31, 1975, 
the Plan of Reorganization was filed with the State of 
Delaware and by operation of Delaware law the separate 
existence of the Fund ceased as of that date. The Fund 
currently has no outstanding assets or liabilities. 


Section 8(f) of the Act provides, in pertinent part, that when 
the Commission, on its own motion or upon application, finds 
that a registered investment company has ceased to be an 
investment company, it shall so declare by order, which may 
be made upon appropriate conditions if necessary for the 
protection of investors, and upon the taking effect of such 
order, the registration of such company shall cease to be in 
effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than January 3, 1977, at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request and the issues, if any, of 
fact or law proposed to be controverted, or he may request 
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that he be notified if the Commission should order a hearing 
thereon. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, Washing- 
ton, D.C. 20549. A copy of such request shall be served 
personally or by mail upon the Fund at the address stated 
above. Proof of such service (by affidavit, or in the case of an 
attorney-at-law, by certificate) shall be filed contempora- 
neously with the request. As provided by Rule 0-5 of the 
Rules and Regulations promulgated under the Act, an order 
disposing of the matter will be issued as of course following 
said date unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. Per- 
sons who request a hearing or advice as to whether a 
hearing is ordered, will receive any notices and orders issued 
in this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9561/December 8, 1976 


In the Matter of 


THE HAWICK FUND, INC. 
% De Vegh Mutual Fund, inc. 
20 Exchange Place 

New York, New York 10005 


(811-1812) 


NOTICE OF PROPOSAL TO TERMINATE REGISTRATION 
PURSUANT TO SECTION 8(f) OF THE ACT. 


NOTICE IS HEREBY GIVEN that the Commission proposes, 
pursuant to Section 8(f) of the Investment Company Act of 
1940 (“Act”), to declare, by order on its on motion, that The 
Hawick Fund, Inc. (‘Fund’), registered under the Act as an 
open-end investment company, has ceased to be an invest- 
ment company as defined in the Act. 


The Fund registered under the Act on February 17, 1969, 
and it continuously offered its shares to the public pursuant to 
a registration statement under the Securities Act of 1933 
which was declared effective on September 8, 1969. Informa- 
tion in the Commission's files indicates that the Fund's 
shareholders, at a special meeting of shareholders held on 
September 6, 1973, adopted a Plan of Reorganization pur- 
suant to which substantially all the assets of the Fund were 
transferred to the De Vegh Mutual Fund, Inc. (“De Vegh”) on 
September 28, 1973. Shares of De Vegh were issued to the 
Fund's shareholders on a pro-rata basis. The State of Dela- 
ware terminated the Fund's corporate existence on March 1, 
1975, for non-payment of taxes. The Fund currently has no 
outstanding assets or liabilities. 


Section 8(f) of the Act provides, in pertinent part, that 
whenever the Commission on its own motion or upon appli- 
cation, finds that a registered investment company has 
ceased to be an investment company, it shall so declare by 
order, which may be made upon appropriate conditions if 
necessary for the protection of investors, and upon the taking 
effect of such order, the registration of such company shall 
cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than January 3, 1977, at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on this 
matter accompanied by a statement as to the nature of his 
interest, the reasons for such request, and the issues, if any, 
of fact or law proposed to be controverted, or he may request 
that he be notified if the Commission should order a hearing 
thereon. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, Washing- 
ton, D.C. 20549. A copy of such request shall be served 
personally or by mail upon the Fund at the address stated 
above. Proof of such service (by affidavit, or in the case of an 
attorney-at-law, by certificate) shall be filed contempora- 
neously with the request. As provided by Rule 0-5 of the 
Rules and Regulations promulgated under the Act, an order 
disposing of this matter will be issued as of course following 
said date, unless the Commission thereafter orders a hearing 
upon request, or upon the Commission's own motion. Per- 
sons who request a hearing, or advice as to whether a 
hearing is ordered, will receive any notices and orders issued 
in this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9562/December 8, 1976 


In the Matter of 


BARBER OIL CORPORATION 
30 Rockefeller Plaza 
New York, New York 10020 


(811-1423) 


ORDER PURSUANT TO SECTION &(f) OF THE ACT DE- 
CLARING THAT COMPANY HAS CEASED TO BE AN 
INVESTMENT COMPANY 


On November 12, 1976, a notice was issued (Investment 
Company Act Release No. 9526) that Barber Oil Corporation 
(“Barber”), a Delaware corporation registered as a closed- 
end, non-diversified investment company under the invest- 
ment Company Act of 1940 (‘‘Act”), had filed an application 
pursuant to Section 8(f) of the Act for an order of the 
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Commission declaring that Barber has ceased to be an 
investment company as defined in the Act. 


The notice gave interested persons an opportunity to request 
a hearing and stated that an order disposing of the applica- 
tion would be issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


The matter has been considered, and it is found that Barber 
has ceased to be an investment company. Accordingly, 


IT {S ORDERED, pursuant to Section 8(f) of the Act, that the 
registration of Barber Oil Corporation under the Act shall 
forthwith cease to be in effect. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9563/December 8, 1976 


In the Matter of 


AMERICAN SPECIAL FUND, INC. 
Two Embarcadero Center 
San Francisco, California 94111 


(811-1529) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT DE- 
CLARING THAT COMPANY HAS CEASED TO BE AN 
INVESTMENT COMPANY. 


American Speciai Fund, Inc. (‘Fund’), registered under the 
Investment Company Act of 1940 (‘Act’) as a diversified, 
open-end management investment company, filed an appli- 
cation on September 13, 1976, and amendments thereto on 
September 24, 1976, and October 12, 1976, for an order of 
the Commission, pursuant to Section 8(f) of the Act, declaring 
that the Fund has ceased to be an investrnent company as 
defined tn the Act 


On November 10, 1976, a notice (investment Company Act 
Release No. 9518) was issued of the filing of said application. 
The notice gave interested persons an opportunity to request 
a hearing and stated that an order disposing of the applica- 
tion would be issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


The matter has been considered, and it is found that the 
Fund has ceased to be an investrnent company as defined in 
the Act. Accordingly, 
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iT {S HEREBY ORDERED, pursuant to Section 8(f) of the 
Act, that the registration of American Special Fund, Inc., shall 
forthwith cease to be in effect. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








INVESTMENT ADVISERS ACT OF 1940 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 558/December 3, 1976 


In the Matter of 


KEYSTONE CUSTODIAN FUNDS, INC. 
KEYSTONE OTC FUND, INC. 

99 High Street 

Boston, Massachusetts 02110 


File No. 803-2 


ORDER PURSUANT TO SECTION 206A OF THE INVEST- 
MENT ADVISERS ACT OF 1940 GRANTING EXEMPTION 
FROM CERTAIN PROVISIONS OF SECTION 205 OF THE 
ACT AND RULE 205-1 THEREUNDER 


On November 4, 1976, a notice was issued (Investment 
Advisers Act Release No. 549) of the filing of an application 
by Keystone Custodian Funds, Inc., an investment adviser 
registered under the Investment Advisers Act of 1940 (‘“Ad- 
visers Act’), and Keystone OTC Fund, Inc., a closed-end 
management investment company registered under the In- 
vestment Company Act of 1940, pursuant to Section 206A of 
the Advisers Act for an order of exemption from certain 
provisions of Section 205 of the Advisers Act and Rule 205-1 
thereunder. 


The notice gave interested persons an opportunity to request 
a hearing and stated that an order disposing of the applica- 
tion would be issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


The matter having been considered, it is found that the 
granting of the requested exemptions is appropriate in the 
public interest and consistent with the protection of investors 
and ihe purposes fairly intended by the policy and provisions 
of the Advisers Act. Accordingly, 


IT IS ORDERED, pursuant to Section 206A of the Advisers 
Aci, that the application for exemptions from certain provi- 
sions of Section 205 of the Advisers Act and Rule 205-1 
thereunder be, and it hereby is, granted, effective forthwith. 
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By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 559/December 8, 1976 


In the Matter of 


KOLTYS MANAGEMENT AND RESEARCH COMPANY 
(File No. 801-10842) 


and 
NORMAN R. KOLTYS 


The Securities and Exchange Commission has ordered pub- 
lic administrative proceedings under the Investment Advisers 
Act of 1940 (Advisers Act) against Koltys Management and 
Research Company (Adviser), a limited partnership, and 
Norman R. Koltys (Koltys), the general partner, of Plymouth, 
Michigan. 


The proceedings are based upon allegations of the Commis- 
sion’s staff that during the period from on or about December, 
1975 to the present, Adviser wilfully violated and Koltys 
wilfully aided and abetted violations of the anti-fraud provi- 
sions of the Advisers Act in that they published and distrib- 
uted advertisements about its investment advisory services, 
which contained untrue statements of material facts and 
which were otherwise false and misleading concerning, 
among other things: the success of Adviser's performance; 
the number of clients under contract; the amount of money 
under management; referral of clients; and the methods of 
calculating clients’ gains and losses. Furthermore, it is al- 
leged that the Adviser and Koltys failed to adequately dis- 
Close to clients the excessiveness of the management fee 
charged. 


In addition, the Order alleges that during the period from in or 
about June, 1975 through the present, Adviser wilfully vio- 
lated and Koltys wilfully aided and abetted violations of the 
record keeping and reporting provisions of the Advisers Act. 


A hearing will be scheduled by further order to take evidence 
on the staff allegations and to afford the respondent an 
opportunity to offer any defenses thereto, for the purpose of 
determining whether any action of a remedial nature should 
be ordered by the Commission. 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 560/December 9, 1976 


Admin. Proc. File No. 3-5098 
In the Matter of 


DAYCON INVESTORS ASSOCIATES, INC. 
810 Abbott Road 
Buffalo, New York 


(801-12026) 
NOTICE THAT INITIAL DECISION HAS BECOME FINAL 


The time for filing a petition for review of the initial decision in 
these proceedings has expired. No petition has been filed 
with respect to Daycon Investors Associates, Inc., and the 
Commission has not determined to review the issues with 
respect to Daycon on its own initiative. 


Accordingly, notice is hereby given, pursuant to Rule 17(f) of 
the Commission's Rules of Practice, that the initial decision of 
the administrative law judge with respect to Daycon Investors 
Associates, Inc. has become the final decision of the Com- 
mission. The order contained in that decision denying Day- 
con's application for registration as an investment adviser is 
hereby declared effective. 


George A. Fitzsimmons 
Secretary 








LITIGATIONS 





Litigation Release No. 7682/December 3, 1976 


S.E.C. v. National Pacific Corp., et al. 
(C.A. No. 76-1784, D.D.C.) 


The Securities and Exchange Commission today announced 
that on December 2, 1976, Judge Charles Richey of the U.S. 
District Court signed two Orders and a Stipulation effecting 
final settlement, by consent, of S.E.C. v. National Pacific 
Corp., et al. (C.A. No. 76-1784, D.D.C.). This action, filed on 
September 24, 1976, contains allegations that violations of 
the anti-fraud and reporting provisions of the federal securi- 
ties laws were committed in the takeover and subsequent 
misappropriation of assets of defendant National American 
Life Insurance Co. (“NALIC”) by defendants National Pacific 
Corp. (“NPC”), Joseph Hauser (“Hauser”), Melvin Wyman 
(“Wyman”), John Boden (“Boden”) and others. 


The Orders signed by Judge Richey are as follows: 


(1) A Final Judgment of Permanent Injunction as to 
defendant NALIC, whereby NALIC, without admitting or 
denying the Commission's allegations, is enjoined from 
violations of the anti-fraud provisions of the federal 
securities laws, and whereby Herbert E. Milstein, Esq. 
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is appointed as Receiver over NALIC, to control and 
manage the business affairs of NALIC and to prosecute 
any claims by or on behalf of NALIC. Mr. Milstein had 
been appointed by an Order of the Court dated Octo- 
ber 14, 1976 as Agent of the Court for the same 
general purposes. 


(2) A Final Judgement of Permanent Injunction as to 
defendants Hauser, Wyman, George Herrara (‘‘Her- 
rara”), NPC, Great Pacific Corp. (“GPC”), Family Provi- 
der Life Insurance Co. (“FPLIC”) and Pacific South- 
west Insurance Agency, Inc. (“PSIA”) whereby all are 
enjoined from violation of the anti-fraud provisions; 
Hauser, Wyman and NPC are enjoined from violation 
of the reporting provisions; and defendants Hauser, 
Wyman, Herrera, GPC, FPLIC, NPC and PSIA, and 
certain related entities, are ordered to file with the Court 
affidavits as to their assets and liabilities, and to 
cooperate with the Agent or his successor. 


In addition, the following additional ancillary relief was or- 
dered as to the following defendants: 


(a) Hauser, for a period of 10 years and Wyman, for a 
period of 5 years, are prohibited from serving as a 
director, officer or control person of any publicly-held 
company, without the prior written approval of the 
Commission; 


(b) Hauser and Wyman are barred from holding any 
position whatsoever with NALIC; 


(c) Hauser, Wyman and Herrera are required to file an 
accounting as to all transactions alleged in the Com- 
plaint; 


(d) NPC, GPC, FPLIC, and PSIA are directed to turn 
over all corporate documents to their counsel to insure 
access by the Agent or any other litigant; 


(e) The NALIC shares held by NPC are placed in a 
voting trust with the Agent or his successor as the 
Trustee; 


(f) Hauser and NPC are ordered to return to NALIC 
within 10 days the $1.1 million remitted in the name of 
NALIC to Zeevco A.G., a Swiss company, in August of 
1976; 


(g) The Agent or his successor are authorized to seek 
disgorgement from any of the defendants, but the 
defendants are guaranteed a trial on the issues of the 
liability for such disgorgement. 


In addition to the entry of the above Orders, Judge Richey on 
December 2, 1976 also approved the terms of a Stipulation 
by and between NALIC, Mr. Milstein, and Sherman A. 
Bernard, Commissioner of Insurance of the State of Louisi- 
ana. Pursuant to this Stipulation also approved by the 
Commission, the parties to the Stipulation acknowledge the 
respective interests in NALIC of the Commission and the 
Insurance Commissioner, who has been appointed Rehabili- 
tator of NALIC by a Louisiana state court, and consent to the 
designation of the Agent as Receiver, with full powers of an 
equity receiver, over NALIC. The parties to the Stipulation 
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further agree that, among other things: 


(a) an audit of NALIC be conducted by an independent 
accounting firm of national! reputation; 


(b) an acceptable chief executive officer be hired by 
NALIC; 


(c) the Insurance Commissioner be given primary re- 
sponsibility for supervising the conduct of NALIC’s day- 
to-day insurance business; 


(d) the Receiver be given primary responsibility for the 
prosecution of claims and the recovery of assets on 
behalf of NALIC; 


(e) no material action be taken by either the Insurance 
Commissioner or the Receiver without consultation with 
the other or over the other's reasonable objection; and 


(f) any disputes between the Receiver and the Insur- 
ance Commissioner be submitted to the U.S. District 
Court (D.C.) for its resolution of such disputes. 


Previously, on October 14, 1976, Judge William Bryant of the 
U.S. District Court (D.C.) entered a Final Judgment of Perma- 
nent Injunction with respect to defendant Boden, whereby 
Boden, without admitting or denying the Commission's alle- 
gations, consented to the entry of a permanent injunction 
prohibiting violations of the anti-fraud and reporting provi- 
sions, and limiting for a period of 5 years his ability to act in 
an unsupervised management capacity in any publicly-held 
company. 





Litigation Release No. 7683/December 3, 1976 


U.S. v. BRADPIECE, ET AL. 
(C.D. CA CR 76-766) 


William D. Keller, United States Attorney for the Central 
District of California, and Gerald E. Boltz, Administrator of the 
Los Angeles Regional Office of the Securities and Exchange 
Commission, announced that on October 1, 1976, a jury of 
the Federal District Court in Los Angeles found Myron Nakao 
of Los Angeles guilty of conspiracy, mail fraud, securities 
fraud and interstate transportation of stolen property. The jury 
was discharged after being unable to reach a verdict on Fred 
H. Saalberg and his retrial has been ordered by the Court. 


Nakao and Saalberg were named as defendants along with 
Sidney Bradpiece and Bernard Blonder in an indictment 
returned by a Federal grand jury in Los Angeles on June 10, 
1976. In that indictment, the defendants were charged with 
mail fraud (18 U.S.C. §1341), making false statements to 
influence loan applications (18 U.S.C. §1014), transporting 
stolen property interstate (18 U.S.C. §2314), securities fraud 
(15 U.S.C. §77q(a) and 15 U.S.C. §78j(b) and Rule 10b-5 
thereunder) and conspiracy (18 U.S.C. §371). The indict- 
ment, in substance, charged that the defendants violated 
those statutes in connection with an “advance fee” scheme 
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which, among other things, involved false representations 
that Atlas Financial Services of Century City, California, had 
assets exceeding $21 million, consisting of certificates of 
deposit issued by Great Western Savings and Loan Associa- 
tion, a large financial institution in Los Angeles. The indict- 
ment alleged Atlas Financial Services had no such assets, 
but was able to deceive victims as to those assets through 
Defendant Saalberg’s employment as a loan consultant at 
Great Western. As alleged in the indictment, an “advance 
fee” scheme involves the issuance of a loan commitment 
letter to a prospective borrower in exchange for a good faith 
deposit or finders’ fee paid by that borrower, when the issuer 
of the letter does not intend to make or arrange for the loan. 


Prior to the commencement of trial, Defendant Sidney Brad- 
piece, a Los Angeles attorney, entered a plea of guilty to one 
count of mail fraud. The trial of the remaining defendant, 
Bernard Blonder, was severed because of his serious illness. 


A date for the sentencing of Nakao and Bradpiece has not 
been set. 





Litigation Release No. 7684/December 3, 1976 


SEC v. BEE-LGEE Investment Fund, Inc., et al. (N.D. Ill.) 
CIVIL ACTION NO. 76-C-3189 


William D. Goldsberry, Regional Administrator of the Chicago 
Regional! Office, announced that on November 29, 1976, the 
Honorable Thomas R. McMillen, United States Judge for the 
Northern District of Illinois, entered Final Judgments of Per- 
manent Injunction against BEE-LGEE Investment Fund, Inc. 
(BLG), VIP Investment Corporation (VIP) and Benjamin L. 
Grab (Grab). The injunctions enjoin BLG, VIP and Grab from 
violating the registration and anti-fraud provisions of the 
Federal securities laws in connection with the offer and sale 
of investment certificates and limited partnership interests in 
BLG and the offer and sale of corporate promissory notes of 
VIP, or any other security of any other issuer. The defendants 
BLG, VIP and Grab consented to the entry of the permanent 
injunctions without admitting or denying the allegations of the 
Commission’s complaint. 


For more information see Litigation Release No. 7578. 





Litigation Release No. 7685/December 6, 1976 


SEC v. BRENNAN FINANCIAL SERVICES, INC., ET AL. 
(N.D., Cal., Civil Action No. C-74-0608-RHS) 


Gerald E. Boltz, Regional Administrator of the Los Angeles 
Regional Office, and Leonard H. Rossen, Associate Regional 


Administrator of the San Francisco Branch Office, today 
announced that on September 20, 1976, the Honorable R. H. 
Schnacke, United States District Judge in San Francisco, 
California, signed a Judgment of Permanent Injunction as to 
James E. Brennan of San Francisco, California. The Judg- 
ment enjoins Brennan from violating the registration and the 
anti-fraud provisions of the federal securities laws in connec- 
tion with the offer, sale, or purchase of interests in real estate 
limited partnership syndications, or any other securities. Mr. 
Brennan consented to the Judgment without admitting or 
denying the allegations against him. 





Litigation Release No. 7686/December 6, 1976 


SEC v. BRENNAN FINANCIAL SERVICES, INC., ET AL. 
(N.D., Cal., Civil Action No. C-74-0608-RHS) 


Gerald E. Boltz, Regional Administrator of the Los Angeles 
Regional Office, and Leonard H. Rossen, Associate Regional 
Administrator of the San Francisco Branch Office, today 
announced that on October 15, 1976, the Honorable Robert 
H. Schnacke, United States District Judge in San Francisco, 
California, signed a Final Judgment of Permanent Injunction 
by Default Against Brennan Financial Services, Inc., (“Bren- 
nan Financial’); The Whitney Properties Corporation (‘Whit- 
ney Properties”); and the James E. Brennan Corporation 
(“Brennan Corp.”) of San Francisco, California. The Judge- 
ment enjoins Brennan Financial, Whitney Properties, and 
Brennan Corp. from violating the registration and the anti- 
fraud provisions of the federal securities laws in connection 
with the offer, sale, or purchase of interests in real estate 
limited partnership syndications, or any other securities. Bren- 
nan Financial, Whitney Properties, and Brennan Corp. failed 
to plead or otherwise defend against the Complaint filed 
against them and the Judgment was entered against them by 
default 





Litigation Release No. 7687/December 7, 1976 


S.E.C. v. OMEGA FINANCIAL GROUP, INC. ET AL 
(N.D. CA., C-76-2661 RFP) 


Gerald E. Boltz, Administrator of the Los Angeles Regional 
Office, and Leonard H. Rossen, Associate Regional Adminis- 
trator of the San Francisco Branch Office, today announced 
that on November 30, 1976, the Honorable Robert F. Peck- 
ham, Chief Judge, United States District Court for the North- 
ern District Court of California, entered a temporary Order 
immediately prohibiting certain business activities conducted 
by Omega Financial Group, Inc. (“Omega”), a registered 
broker-dealer located in Castro Valley, California; Eric W. 
Taylor (‘Taylor’), of: Castro Valley, California, its President; 
and Frank J. Duffy (‘Duffy’), of Costa Mesa, California, and 
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Hugh O. Potter, Jr. (“Potter”), of San Diego, California, Two 
of its registered representatives. 


The Order was issued in response to a Complaint for 
Injunction and Motion for Temporary Restraining Order filed 
by the Commission the previous day. The complaint alleged 
violations of the anti-fraud provisions of the federal securities 
laws in connection with a program whereby the Defendants 
induce and facilitate the offer and sale of debt securities 
issued by various churches. The complaint alleged that this 
program, known as the “Omega program,” violates the anti- 
fraud provisions in that (1) it is presented to churches in a 
manner which is deceptive and misleading; (2) it involves the 
misstatement and omission of material facts in connection 
with the offer and sale of securities to church parishioners 
and other members of the public; and (3) the program as a 
whole is a course of business which operates as a device, 
scheme and artifice to defraud the churches. 


In addition, the compiaint alleged that Omega, in its mainte- 
nance of separate trial balances for sinking-fund payments it 
receives from the churches, violates the record-keeping re- 
quirements of Section 17(a) of the Securities Exchange Act of 
1934 and Rule 17a-3 thereunder, and that Taylor, Omega’s 
President, has aided and abetted the violation of this rule. 


The Order, which will be in effect until the Commission's 
Motion for Preliminary Injunction is heard on December 29, 
1976, or until further order of the Court, requires, among 
other things: (1) that Omega change its method of accounting 
for churches’ funds to which it has access; (2) that while the 
order is in effect defendants not solicit new business or 
accept new applications or take steps to obtain permits for 
new note issues; (3) that Omega attempt to notify all 
churches currently selling securities pursuant to its program 
of the pendency of the Commission’s injunctive action and 
request that such churches return to Omega certain sales 
materials alleged by the Commission to be fraudulent; and (4) 
that the defendants forthwith commence to revise or replace 
all materials used in connection with the Omega program in 
order to comply with the law. 


The Court entered its Order Ex Parte as to Potter and by 
consent as to Omega, Taylor and Duffy, who neither admitted 
nor denied the allegations of the complaint. 





Litigation Release No. 7688/December 7, 1976 


S.E.C. v. Reclamation District No. 2090, et al. 
(N.D. Cal., C-76-1231 RHS) 


Gerald E. Boltz, Regional Administrator of the Los Angeles 
Regional Office, and Leonard H. Rossen, Associate Regional 
Administrator of the San Francisco Branch Office, announced 
that on November 11, 1976, the Honorable Robert H. 
Schnacke, United States District Judge for the Northern 
District of California, entered a Final Judgment of Permanent 
Injunction against MFAI Associates, a registered broker- 
dealer, and Lawrence A. Luebbe, its president, both of Los 
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Angeles, California. The injunction proscribes violations of the 
anti-fraud provisions of the federal securities issued by Recla- 
mation District No. 2090 (‘‘the District”) and any other security 
of any other issuer. MFA! and Luebbe consented to the entry 
of the Permanent !njunctions without admitting or denying the 
allegations of the Commission’s Complaint. 


The Commission’s Complaint alleged that the defendants’ 
conduct resulted in the fraudulent sales of approximately 
$55,000 of bond anticipation notes issued by the District of 
eight purchasers. 


For further information see Litigation Release No. 7460. 





Litigation Release No. 7689/December 7, 1976 


SECURITIES AND EXCHANGE COMMISSION v. AMNON 
BARNESS, MAX CANDIOTTY (United States District Court 
for the District of Columbia) Civil Action No. 76-2241 


The Securities and Exchange Commission today announced 
the filing of a Complaint for Injunction in the United States 
District Court for the District of Columbia against Amnon 
Barness (“Barness”), the former Chairman of the Board of 
Directors of Daylin Inc. (“Daylin”), and Max Candiotty (“Can- 
diotty”), the former President and Chief Executive Officer of 
Daylin seeking to restrain and enjoin them from further 
violations of the anti-fraud and proxy provisions of the federal 
securities laws. 


The Commission’s Complaint alleges violations of the anti 
fraud and proxy provisions of the federal securities laws in 
connection with various undisclosed transactions which oper- 
ated to the benefit of Barness and Candiotty, all of which 
occurred prior to the time that Daylin filed a petition for an 
arrangement with its creditors under Chapter X! of the 
Federal Bankruptcy Act in February, 1975. Specifically, the 
Complaint alleges that Barness and Candiotty caused Daylin 
to forgive over $1.5 million in indebtedness which they owed 
to the corporation pursuant to an executive stock purchase 
plan. The Complaint further alleges that Barness and Can- 
diotty misused their positions of contro! to obiain personal 
loans aggregating $3 million from banks which had or desired 
to have a business relationship with Daylin, and that they 
caused Daylin to indirectly assume loans which they had 
made to various employees of Daylin as part of an undis- 
closed investment program. Proxy statements issued by 
Daylin, the Complaint charged, either misrepresented or 
failed to disclose material benefits and conflicts of interest 
arising out of these transactions. In addition, the Complaint 
alleges that during 1974 Barness and Candiotty attempted to 
conceal the financial deterioration of Daylin and misrepre- 
sented Daylin’s prospects for the future. 


Daylin recently obtained court confirmation of a plan of 
arrangement with its creditors and is presently operating 
under substantially new management. The company is head- 
quartered in Los Angeles, and operates hospital pharmacies, 
apparel shops, and home improvement centers. 
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Litigation Release No. 7690/December 8, 1976 


SECURITIES AND EXCHANGE COMMISSION v. DAVID 
BARNES, et al. 
76 Civil 5068 (CSH) 


William D. Moran, Administrator of the New York Regional 
Office of the Securities and Exchange Commission, an- 
nounced today that on November 11, 1976 a complaint was 
filed in the United States District Court for the Southern 
District of New York seeking to enjoin, David Barnes 
(Barnes) of North Bellmore, Long Island, Carl Palestini 
(“Palestini’) of Union City, New Jersey, Howard Gladstone 
(‘H. Gladstone”) and Howard Terry (“Terry”) both of New 
York City, from further violations of the anti-fraud provisions 
of the federal securities laws. In particular, the defendants are 
charged with purchasing securities on the basis of favorable 
inside information not available to members of the investing 
public. 


Three of the foregoing defendants are either officers or a 
former employee of Beef Steak Charlie’s, Inc., a New York 
City based corporation engaged in the development and 
operation of limited menu and moderately priced restaurants. 
Barnes is vice-president and chief financial officer of Beef 
Steak Charlie’s; Palestini is chief maintenance and construc- 
tion officer of the company; and R. Gladstone is a former 
employee. As noted in the complaint, in or about November 
of 1975 Beef Steak Charlie's filed for an arrangement under 
Chapter X! of the Bankruptcy act. The company’s bankrupt 
status was largely the result of a severely limited cash flow 
and a sharp decline in earnings and sales revenue. 


The violative conduct upon which defendants are alleged to 
have engaged centers on the contrast between Beef Steak 
Charlie’s bankrupt status and straitened financial condition in 
November of 1975 and its markedly improved sales and 
earnings in February and particularly March of 1976. The 
complaint alleges that the defendants knew of the company’s 
improving conditions when they purchased Beef Steak Char- 
lie’s common stock and when they recommended the pur- 
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chase of that stock to others who executed transactions 
based on this inside information. 


In connection with this action, the Commission on November 
16, 1976, filed a Notice of Motion and an Affidavit in support 
thereof in the Bankruptcy Court seeking an order clarifying 
the stay of the commencement of any proceedings against 
the debtor Beef Steak Charlie's, so that the Commission may 
obtain authorization to file a complaint in the United States 
District Court for the Southern District of New York charging 
Beef Steak Charlie’s with violations of the periodic financial 
reporting provisions of the federal securities laws. 
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